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Minimum  Charge. 

50  cents  per  month  per  meter. 

Prompt  Payment  Discount. 

10%  when  bills  are  paid  on  or  before  the  10th  day  of  the  month  following  the 
month  in  which  service  is  rendered. 

POWER  RATE. 
Rate. 

10  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours'  use  per  month. 
8  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours'  use  per  month. 
7  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours'  use  per  month. 
6  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours'  use  per  month. 
4  cents  per  kilowatt-hour  for  all  additional  use  per  month. 

Minim vmi  Charge. 

50  cents  per  month  per  meter. 

Prompt  Payment  Discount. 

10%  when  bills  are  paid  on  or  before  the  10th  day  of  the  month  following  the 
month  in  which  service  is  rendered. 

COOKING  RATE. 
Rate. 

4^  cents  per  kilowatt-hour  for  current  used  to  supply  electric  range  for  cooking, 
which  service  is  to  be  independently  metered. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

Prompt  Payment  Discount. 

10%  when  bills  are  paid  on  or  before  the  10th  day  of  the  month  following  the 

month  in  which  service  is  rendered. 

* 

CALIFORNIA 

300 — Investment  and  Return 

Thomas  Monahan,  Mayor  of  San  Jose,  v  Pacific  Gas  and  Electric 
Company.  Alleging  that  the  Company's  Rates  in  the  San  Jose 
District  Are  Excessive  and  Xhat  the  Service  is  Inadequate.  Decision 
of  the  California  Railroad  Commission,  Fixing  Rates  and  Establishing 
Certain  Requirements  in  Service.    August  28,  1914. 

The  proceeding  involved  the  investigation  of  rates  and  service  in  the 
entire  San  Jose  district  in  so  far  as  the  Commission  has  received  juris- 
diction. The  Commission's  decision  in  a  similar  proceeding  involving 
the  company's  rates  in  Antioch  was  reported  in  5  Rate  Research  264. 

226.2 — Extension  of  Service. 

The  Complaint  was  made  that  the  Company's  rules  and  practice  in 
regard  to  extension  of  service  are  unreasonable. 

"The  evidence  in  these  proceedings  shows  that  in  quite  a  number 
of  cases,  both  within  and  without  the  limits  of  the  city  of  San  Jose, 
defendant  has  refused  to  extend  its  lines  for  the  service  of  electric 
energy  unless  applicant  should  agree  to  advance  the  cost   of  the 
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extension.  The  arrangement  frequently  insisted  upon  by  the 
Electric  Company  has  been  that  the  appUcant  should  advance 
the  entire  cost  of  the  extension,  not  including  the  cost  of  the  trans- 
former, and  that  the  money  so  advanced  should  be  repaid  in  the 
amount  of  20  per  cent  of  the  monthly  bills  for  service  from  the 
extension.  The  Electric  Company  has  claimed  ownership  in  all 
these  extensions  and  not  paid  interest  on  the  moneys  advanced  by 
the  applicant.  I  shall  consider  first  extensions  within  the  limits 
of  incorporated  cities  and  towns  and  the  extensions  in  unincorpor- 
ated territory. 

"In  so  far  as  this  question  concerns  extensions  within  the  limits 
of  incorporated  cities  and  towns,  the  duty  of  the  Electric  Company 
seems  to  have  been  clearly  established  by  the  Supreme  Court  of 
the  United  States  in  the  case  of  Russell  v.  Sebastian,  decided  on 
April  5,  1914.  In  this  case,  it  will  be  remembered,  the  city  of  Los 
Angeles  and  other  California  Municipalities  claimed  that  by  reason 
of  the  amendment  of  Section  19  of  article  XI  of  the  Constitution 
of  this  state,  adopted  on  October  10,  1911,  utilities  using  the  public 
streets,  including  electric  utilities,  could  not  make  further  extensions 
without  complying  with  such  rules  and  regulations  as  the  cities  might 
under  their  organic  laws  establish.  The  various  gas  and  electric 
companies  of  the  state  earnestly  contended  that  this  position  was 
erroneous  and  that  under  the  constitutional  grant  of  a  franchise 
made  by  section  19  of  article  XI  as  it  stood  prior  to  the  amendment, 
any  such  public  utility  which  had  started  construction  work,  in  a 
city  prior  to  October  10,  1911,  had  secured  the  right  to  extend 
its  system  throughout  all  the  public  streets  of  the  city.  The  utili- 
ties claimed  that  the  state's  offer  was  an  offer  to  grant  the  use  of 
all  the  streets  within  the  city  and  that  upon  the  commencement 
of  construction  in  any  of  the  streets,  the  offer  was  accepted  as  to 
all  the  streets.  This  contention  of  the  utilities  was  upheld  by  the 
Supreme  Court.  On  this  point,  Mr.  Justice  Hughes,  in  rendering 
the  decision  used  the  following  language: 

'We  think  the  offer  was  intended  to  be  accepted  in  its  entirety  as 
made,  and  that  acceptance  lay  in  conduct  committing  the  person 
accepting  to  the  described  service.  The  offer  was  made  to  the 
individual  or  corporation  undertaking  to  serve  the  municipality, 
and  when  that  service  was  entered  upon  and  the  individual  or  cor- 
poration had  changed  its  position  beyond  recall,  we  cannot  doubt 
that  the  offer  was  accepted.  City  Railway  Co.  v.  Citizens  R.  I.  Co., 
166  U.  S.  557,568;  Grand  Trunk  Railway  Co.  v.  South  Betid,  227 
U.  S.  544,556,556,  In  this  view  the  grant  embraced  the  right  to 
lay  the  extensions  that  were  needed  in  furnishing  the  supply  within 
the  City.' 

"After  thus  establishing  the  right  of  the  utility  to  use  all  the  streets 
of  the  city,  Mr.  Justice  Hughes  addresses  himself  to  the  correlative 
duty  on  the  part  of  the  utility  to  serve  all  the  inhabitants.  Re- 
ferring to  this  point,  Mr.  Justice  Hughes  says: 
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'This  construction  of  the  constitutional  provision  if  the  only  one 
that  is  compatible  with  the  existence  of  the  duty  which  it  was  in- 
tended, as  it  seems  to  us,  that  the  recipient  of  the  state's  grant 
should  assume  The  service,  as  has  been  said,  was  a  community  service. 
Incident  to  the  undertaking  in  response  to  the  State's  offer  was  the 
obligation  to  provide  facilities  that  were  reasonably  adequate, 
(citing  cases).  It  would  not  be  said  either  that  a  water  company 
or  a  gas  company  establishing  its  service  under  the  constitutional 
grant,  could  stop  its  mains  at  its  pleasure  and  withhold  its  supply 
by  refusing  to  extend  its  distributing  conduits  so  as  to  meet  the 
reasonable  requirements  of  the  community.  But  this  duty  and 
the  right  to  serve,  embracing  the  right  under  the  granted  privilege 
to  install  the  means  of  service,  were  correlative.' 

"The  rule  thus  established  by  the  Supreme  Court  of  the  United 
States  is  equally  sound  in  law  and  in  common  sense.  .  .  .  While  it 
is  possible  that  it  may  be  necessary  in  some  of  our  cities  having  wide 
territorial  extent,  to  modify  this  general  rule  in  some  respects,  the 
present  case  is  clearly  one  for  the  application  of  the  general  rule, 
I  accordingly  recommend  that  the  order  in  this  case  contain  a  pro- 
vision to  the  effect  that  the  Electric  Company  shall,  at  its  own 
cost,  make  extensions  to  serve  all  persons  desiring  electric  service 
in  the  city  of  San  Jose  and  in  the  other  incorporated  cities  in  the 
San  Jose  district  over  which  this  commission  has  jurisdiction  in  this 
respect.  The  rate  in  this  case  will  be  established  on  the  theory 
that  the  service  is  community  wide,  and  extensions  which  may  be 
unprofitable  in  themselves  will  be  taken  care  of  in  the  rate  so  es- 
tablished.    .     .     . 

"Considering  now  the  situation  in  unincorporated  territory,  I  am 
not  sure  whether  the  rule  announced  by  the  Supreme  Court  of  the 
United  States  would  apply  to  general  franchises  granted  by  the 
county  authorities  authorizing  the  use  of  all  the  public  streets  and 
highways  of  the  county.  However,  it  is  not  necessary  to  pass  on 
this  question  in  this  case  for  the  reason  that,  entirely  irrespective 
of  this  general  principle,  the  Railroad  Commission  has  the  power, 
under  the  provisions  of  section  36  of  the  Public  Utilities  Act,  and 
other  sections,  to  direct  that  extensions  be  made  in  proper  cases. 
As  the  Electric  Company  claims  the  right  to  serve  the  entire  San 
Jose  district,  this  is  not  a  case  of  an  extension  into  territory  beyond 
that  which  the  utility  has  heretofore  claimed  to  serve.  A  number 
of  the  outside  extensions  referred  to  in  the  evidence  in  this  case 
have  already  been  made  by  the  Electric  Company  since  the  hearing. 
In  estimating  the  value  of  the  property  of  Pacific  Gas  and  Electric 
Company  in  this  case,  I  am  allowing  the  entire  value  of  all  the 
estimated  extensions  which  have  been  asked  for  and  which  may 
reasonably  be  expected  in  the  near  future.  Under  these  circum- 
stances and  on  the  facts  as  shown  in  the  evidence  in  these  proceedings, 
I  find  that  the  Electric  Company  should  make,  at  its  own  cost, 
all  the  extensions  in  outside  territory  which  were  referred  to  in  the 
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evidence  in  this  case  and  which  have  not  already  been  made,  and 
should  apply  to  the  same  principle  to  such  new  extensions  as  may 
from  time  to  time  be  asked  for  in  outside  territory  in  this  district. 
If,  in  any  case,  the  Electric  Company  considers  it  unreasonable  to 
make  the  extension  at  its  sole  cost,  it  may  draw  the  matter  to  the 
attention  of  the  Railroad  Commission,  whereupon  the  Commission 
will  determine  whether  any  good  reason  exists  for  varying  from  the 
general  rule  herein  established.  It  must  be  borne  in  mind  in  this 
connection  that  the  Commission  is  in  this  case  allowing  over  S191, 000 
for  extensions  and  betterments  in  the  year  1914,  so  that  the  Electric 
Company  may  construct  such  extenions  at  its  own  expense  at  least 
up  to  the  amount  so  allowed." 

410 — Cost  of  Service. 

"By  agreement  of  all  the  parties,  the  evidence  introduced  in  Case 
No.  400,  Toum.  of  Antioch  vs.  Pacific  Gas  &  Electric  ConpanyX^  Rate 
Research  264)  w^as  considered  in  evidence  in  this  case,  in  so  far  as 
applicable.  By  agreement  with  the  Electric  Company,  the  Com- 
mission, in  the  Toum.  of  Antioch  case,  undertook  to  arrive  at  an  aver- 
age cost  of  generating  and  transmitting  electric  energy  over  the 
Electric  Company's  entire  system  in  this  State.  For  this  purpose 
this  commission,  in  the  Town  of  Antioch  considered  the  value  of  the 
Electric  Company's  entire  property  used  in  the  generation  and  trans- 
mission of  both  hydro-electric  and  steam  generated  energy.  While 
the  Electric  Company,  in  its  brief  in  this  case,  has  made  objection 
to  certain  of  the  calculations  used  in  determining  this  cost  of  electric 
energy,  I  find  that  the  cost  as  found  in  the  Town  of  Antioch  case  is 
at  least  fair  and  reasonable  cost  to  be  used  in  so  far  as  applicable  in 
the  present  proceedings  as  representing  the  cost  of  generating  and 
transmitting  electric  energy." 

The  generation  and  transmission  costs  as  obtained  in  the  Antioch  case 
were  revised  according  to  changes  in  the  property  since  the  appraisal 
was  made.  These  costs  and  the  distribution  costs  as  determined  for 
the  San  Jose  district  were  used  as  the  basis  for  rate  making  in  this  case. 

The  decision  does  not  contain  an  adequate  description  of  the  actual 
working  out  of  these  costs  and  the  reasonableness  of  the  Commission's 
findings  and  conclusions  cannot  be  satisfactorily  checked  from  the  data 
given. 

540 — Miniraum  Charge. 

The  city  of  San  Jose  objects  to  the  minimum  charge  of  SI. 00  per 
month  which  has  been  established  by  the  Electric  Company. 

All  rate  fixing  authorities  concur  in  the  conclusion  that  the  estab- 
lishment of  a  reasonable  minimum  is  reasonable  and  proper.  Even 
if  a  consumer  uses  but  little  electric  energy,  the  utility  is  entitled  to 
a  return  on  the  installation  which  it  has  been  compelled  to  make  to 
serve  him  as  well  as  depreciation  thereon.     The   expense  of  reading 
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meters,  repairing  meters,  making  collections  and  keeping  accounts 
is  practically  as  large  for  the  man  whose  bill  is  $5.00  as  for  one 
whose  bill,  irrespective  of  the  minimum,  would  be  only  fifty  cents.  It 
seems  only  reasonable  and  proper  that  the  consumer  should  bear  his 
fair  share  of  this  expense,  which  is  incurred  for  his  benefit,  irrespective 
of  the  amount  of  electric  energy  consumed  by  him.  On  the  facts  of 
this  case  I  find,  that  the  established  minimum  of  $1.00  per  meter  per 
month  is  reasonable,  and  shall  accordingly  recommend  that  it  be  not 
disturbed. 

The  city  of  San  Jose  complained  particularly  because  of  the  necessity 
of  paying  a  minimum  of  $1.00  per  month  in  connection  with  a  certain 
meter  in  the  City  Hall  for  electricity  which  was  used  for  heating 
purposes  during  the  winter  months  and  which  was  not  needed  dur- 
ing the  other  portions  of  the  year.  Electric  utilities  generally  estab- 
lish a  rule  or  regulation  to  the  effect  that  in  such  cases  the  meters 
may  be  disconnected  and  that  the  minimum  charge  shall  not  apply 
during  the  period  of  disconnection.  The  electric  Company  will  un- 
doubtedly include  such  rule  or  regulation  among  those  which  it  will 
file  with  this  Commission,  whereupon  the  City  can  have  this  meter 
disconnected  during  such  months  as  the  meter  may  not  be  in  use. 

720— Rate  Schedule. 

The  Commission  found  that  there  were  not  sufficient  data  available 
upon  which  to  establish  a  proper  power  rate  for  the  district.  The  rates 
established  for  general  lighting  and  street  lighting  are  as  follows : 

GENERAL  LIGHTING  RATES. 

Applicable  to  all  lighting  installations  served  from  the  San  Jose  district  distri- 
bution system.     (Including  all  lamp  socket  appliances.) 

Rate. 

7  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours'per'month. 
4  cents  per  kilowatt-hour  for  the  next  3.30  kilowatt-hours  per  month. 
3  cents  per  kilowatt-hour  for  all  over  350  kilowatt-hours]i3er^month. 

Minimum  Charge. 

$1.00  per  meter  per  month. 

MUNICIPAL  STREET  LIGHTING  RATES. 

Applicable  to  all  street  and  other  public  outdoor  lighting. 

Rate. 

10  cents  per  year  per  watt  connected. 

SPECIAL  STREET  LIGHTING  RATE. 

Applicable  to  Tower  Lighting. 

Rate. 

6  cents  per  year  per  watt  connected. 
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OREGON 

580— Terms  and  Conditions. 

City  of  Salem  v.  Salem  Water,  Light  and  Power  Company.  Com- 
plaint Alleging  that  the  Company's  Water  Rates  Are  Unreasonable 
and  Its  Service  Inadequate.  Decision  of  the  Railroad  Commission  of 
Oregon,  Adjusting  Rates  and  Dismissing  the  Complaint  as  to  Service. 
August  19,  1914. 

The  Commission  objected  to  various  rules  and  regulations  of  the 
company. 

540 — Minimum  Charge. 

"By  tariff  regulation  the  defendant  claims  the  right  at  any  time 
to  attach  meters  to  the  service  pipes  of  patrons  at  such  places 
only,  as  it  may  deem  best,  and  to  charge  for  the  quantity  of  water 
measured,  or  used,  at  the  meter  rates  carried  by  its  tariffs,  if  the  same 
exceed  the  fiat  rate  applicable,  but  in  any  event  to  exact  as  a  mini- 
mum the  flat  rate  provided  by  its  tariffs.  This  regulation  of  the 
defendant  is  unjust  and  unreasonable  and  unjustly  discriminatory 
against  patrons  so  arbitrarily  placed  on  metered  services.  A  just 
and  reasonable  regulation  and  practice  for  the  defendant  to  follow 
in  the  future  is,  in  event  it  has  a  meter  installed,  to  charge,  impose 
and  collect  rates  based  upon  the  metered  service  schedule  only, 
subject  to  the  minimum  for  metered  service,  and  without  reference 
to  flat  rates." 

616 — Official  or  Government  Rates. 

The  Commission  found  that  the  rate  which  the  city  was  charged  for 
fire  hydrants  and  cisterns  was  insufficient  as  compared  with  the  charges 
made  to  private  users,  considerating  the  relative  demands  of  the  ser- 
vice and  the  relative  amount  of  investment  required. 

"The  effect  of  such  unduly  low  rates  is  that  patrons  who  use  water 
have  been  compelled  to  pay  and  now  pay  more  than  a  reasonable 
rate  for  their  service  to  make  up  the  deficiency  in  returns  for  service 
to  the  City  from  which  they  derive  no  benefit  that  is  not  equally 
shared  by  taxpayers  and  property  owners  who  are  not  patrons  of 
defendant." 

712— Publicity  of  Schedules. 

"Defendant  in  its  tariff  carries  a  provision  as  follows: 

'Water  i-equired  for  purposes  which  are  not  specified  in  the  above 
tariff,  the  rate  shall  be  fixed  by  the  superintendent  who  will,  upon 
personal  examination  of  the  premises  of  any  applicant  of  water, 
fix  upon  its  rate;  his  decision  being  subject  to  modification  by  the 
Board  of  Directors  of  the  Salem  Water,  Light  and  Power  Company. 
The  right  is  reserved  by  the  Directors  to  amend  or  add  to  these  rules 
and  regulations,  or  to  change  the  water  rate  as  experience  may  show 
to  be  necessary  or  expedient  without  notice.' 


10  6         Rate     Research 


So  far  as  the  foregoing  regulations  of  defendant  provide  for  the 
charging,  demanding  or  collecting  of  rates  other  than  those  con- 
tained in  the  regularly  pubhshed  and  filed  tariffs  of  the  defendant, 
or  established  by  order  of  this  Commission:  and  so  far  as  the  de- 
fendant attempts  to  reserve  the  right  to  change  any  of  its  rates 
without  the  notice  required  by  law,  the  same  are  unlawful,  un- 
reasonable, and  unjustly  discriminatory." 

WISCONSIN 

315.1  Going  Value. 

Town  of  Vaughn  v.  Hurley  Water  Company,  Alleging  that  the  Rates 
are  Unreasonable.  Decision  of  the  Wisconsin  Railroad  Commission, 
Fixing  Rates.     April  10,  1914. 

In  determining  the  valuation  of  the  property  of  the  water  utility  to  be 
used  as  a  basis  for  rate  making,  the  Commission  discusses  an  allow- 
ance for  development  costs  as  follows: 

"The  fact  that  the  property  in  this  case  has  been  in  the  hands  of  the 
present  owners  but  a  little  more  than  two  years,  appears  to  leave 
them  in  no  position  to  show  the  complete  financial  records  of  its 
operation.  It  is  therefore,  impossible  to  accurately  ascertain  the 
cost  of  building  up  the  business,  or  what  is  usually  termed  going 
value. 

"That  the  plant  has  an  intangible  element  of  value  as  a  going  concern 
and  an  earning  value  through  a  developed  business,  is  deemed  suffi- 
ciently obvious  in  the  light  of  the  facts  peculiar  to  this  case,  and  in  the 
light  of  what  has  been  said  on  this  subject  in  previous  decisions  .  .  ." 


REFERENCES 
RATES 

614— Heating  and  Cooking. 

Rates  for  Street  Lighting  and  for  Cooking.  Electrical  World, 
1  page,  September  26,  1914,  p.  621. 

An  abstract  of  Mr.  Hale's  paper  before  the  New  England  Section  (See  5  Rate 
Research  36.3)  and  of  the  discussion  which  followed  is  given. 

450 — Value  of  Service  Theory. 

Discrimination  in  Public  Service  Rates,  by  H.  W.  Ashley.  Elec- 
trical World,  I  page,  September  26,  1914.  p.  624. 

In  this  communication  to  the  Electrical  World,  the  recent  endorsement  of  the 
value  of  service  theory  by  the  Rate  Research  Committee  is  adversely  criticized. 
It  is  said  that  whether  the  individual  lives  in  a  hotel,  an  apartment  or  an  isolated 
house  makes  little  difference  in  the  cost  of  the  energy  which  each  class  uses,  and 
any  attempt  to  impose  a  discrimination  of  100,  200  or  400  per  cent  in  price  is  obvious- 
ly "unjust"  and  can  hardly  be  defended  either  in  social  or  political  law. 
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510— Forms  of  Rates. 

Form  of  Kates.     Southwestern  Electrician,   1  page,  September,  1914, 

p.  24. 

Various  forms  of  rates  are  described  namely,  the  flat  rate,  the  straight  line  meter 
rate,  the  step  meter  rate  and  the  block  meter  rate. 

524 — Limiting  Demand. 

Flat  Rate  Meters  for  Heating  and  Lighting  Loads,  by  H.  F. 
Hatch.  Read  before  the  Pennsylvania  Electric  Association  at  Its 
Seventh  Annual  Convention,  September  8-11,  1914.     12  pages. 

The  experience  of  the' Wilmington  company  with  fiat-rate  meters  for  heating 
and  lighting  loads  is  related.  The  article  is  illustrated  by  curves  compiled  from 
data  taken  from  the  company's  books. 


INVESTMENT  AND  RETURN 

360 — Depreciation. 

Depreciation,  by  Ralph  U.  Fitting.  Article  and  Editorials,  Electric 
Railway  Journal,  5  pages,  September  26,  1914,  p.  558  and  p.  549. 

The  above  article  is  an  extended  analysis  of  the  different  kinds  of  depreciation 
which  may  occur  in  the  physical  property  of  a  public  utility  company,  the  various 
methods  evolved  for  computing  this  depreciation  and  a  comparison  of  their  merits 
and  demerits. 

The  editorial  in  criticising  the  article,  states  that  while  the  student  of  depreciation 
problems  will  be  interested  chiefly  in  the  clear-cut  delineation  of  depreciation 
theory  and  practice  the  value  of  the  article  to  the  layman  lies  most'}-  in  the  em- 
phasis given  to  this  point — that  difTerent  reasons  for  calculating  depreciation  exist 
and  therefore  different  methods  of  calculations  may  be  used.  The  chief  point  at 
issue  in  appraisal  work  is  that  past  and  future  depreciation  should  be  determined 
as  exactly  as  possible  in  order  to  give  a  sound  basis  for  establishing  the  equity 
between  capitalization  and  physical  value,  or  for  determining  the  basis  of  a  "fair 
return". 

315 — Intangibles. 

Intangible  Assets  of  Railways  and  Intangible  Assets  of  News- 
papers. Editorials,  Electric  Railway  Jouryml,  September  26,  1914, 
p.  549. 

This  states  that  a  very  popular  charge  against  railways  is  that  that  there  is  a 
great  deal  of  water  in  the  securities  and  that  the  extent  of  this  inflation  is  repre- 
sented by  the  difference  between  the  par  value  of  the  securities  and  the  value  of 
the  company's  physical  assets.  The  fact  that  the  cost  of  developing  a  property 
is  as  legitimately  a  capital  charge  as  an  investment  in  physical  property  seems 
to  some  persons  very  difficult  of  comprehension.  Even  in  official  appraisals 
where  an  allowance  is  made  for  intangible  assets  it  is  often  permitted  grudgingly, 
as  if  it  was  something  to  which  the  railway  was  not  entitled.  It  seems  strange 
that  this  should  be  the  case  because  the  principle  of  intangible  values  is  not  one 
confined  only  to  the  public  utility  industrj'.  It  applies  directly  to  many  other 
lines  of  business,  indeed  to  most  of  them,  and  it  is  recognized  there  as  a  legitimate 
charge  against  the  cost  of  an  article  and  as  a  factor  in  its  value.  In  fact,  if  the 
extent  to  which  the  principle  of  intangible  value  is  accepted  in  other  lines  of  indus- 
try received  some  thought,  it  will  be  found  that  the  percentage  claimed  by  the 
railway  companies  for  this  kind  of  asset  is  usually  very  moderate  compared  with 
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that  recognized  as  proper  in  other  fields  of  trade.  Attention  is  called  to  the  fact 
that  in  the  recent  appraisal  of  the  Joseph  Pulitzer  estate  the  reputations  of  the 
New  York  World  and  St.  Louis  Post  Dispatch  for  news-getting  (an  intangible) 
were  placed  at  24  and  67  per  cent,  respectively.  It  is  said  that  it  would  not  be 
difficult  to  point  out  examples  of  intangible  assets  in  other  lines  of  business  but  as 
the  newspapers  are  fond  of  criticising  the  inclusion  of  intangible  assets  in  railway 
valuation  and  as  the  principle  involved  is  not  different,  this  example  is  perhaps 
as  good  a  one  for  them  as  any. 

PUBLIC  SERVICE  REGULATION 

222 — Accounts. 

Departments  and  Bure.\us  of  the  Commission  (New  York,  1st  D)  : 
The  Bureau  of  Statistics  and  Accounts,  by  Dr.  A.  F.  Weber. 
Public  Service  Record,  1|  pages,  September,  1914,  p.  7. 

A  discussion  of  the  causes  out  of  which  the  bureau  grew,  of  the  uniform  system 
of  accounts,  the  organization  of  the  bureau,  and  its  work  in  analyzing  and  abstract- 
ing the  regular  reports  of  utilities,  and  in  making  special  examinations  of  the 
books   of   companies,    is   given. 

268 — Public  Service  Laws. 

Colorado  Utilities  Law.  Public  Service  Regulation,  If  pages,  Septem- 
ber, 1914,  p.  538. 

A  statement  given  out  by  the  members  of  the  new  public  utilities  commission 
of  the  state  of  Colorado,  is  quoted  at  length.  There  is  an  outline  of  the  provisions 
of  the  act  Sections  35,  36  and  37 — that  is,  the  public  convenience  and  necessity 
clause,  and  the  provisions  giving  the  commission  authority  over  the  disposing  of 
or  incumbering  of  public  utility  property,  and  over  stock  and  bond  issues — will 
be  referred  to  the  people  at  the  next  general  election. 

231 — Companies'  Procedure. 

Presenting  Testimony  Before  Commissions.  Editorial,  Electrical 
Review,  September  26,  1914,  p.  603. 

The  importance  of  thoroughly  preparing  data  for  presentation  to  public  service 
commissions,  with  especial  reference  to  the  detail  with  which  the  reports  of  ex- 
perts should  be  given,  is  discussed.  It  is  said  that  the  best  engineering  report, 
certainlj^  those  which  are  most  complete,  contain  enough  reasoning  to  enable 
them  to  be  checked  by  competent  authorities.  It  is  not  necessary  that  every 
assumption  or  method  of  procedure  be  incorporated  in  a  brief,  but  within  pretty 
wide  limits  the  engineer  who  can  tell  a  commission  how  he  reached  his  valuation 
or  depreciation  figure  for  every  item  or  group  of  items  listed  in  his  exhibit,  is 
thereby  able  to  score  a  good  many  points  against  the  man  whose  conclusions  may 
be  just  as  sound,  but  who  cannot  back  them  by  terse,  clear-cut  explanations  of 
his  detailed  work  in  field  and  office. 

268 — Public  Service  Laws. 

New  Legislation  of  Especial  Interest  to  Gas,  Electric  and  Water 
Companies  and  Municipalities  Owning  Lighting  Plants,  1914. 
Issued  by  the  Mass.achuetts  Board  of  Gas  and  Electric  Light  Com- 
missioners.    93  pages. 

On  page  27  of  this  reiport  is  given  the  act  whereby  the  city  of  New  Bedford  was 
given  authority  to  require  the  removal  of  overhead  wires  and  construction  in 
certain  streets  in  New  Bedford.     On  page  89  is  the  act  placing  water  companies 


6         Rate     Research  13 


under  the  jurisdiction  of  the  board  of  Gas  and  Electric  Light  Commissioners; 
and  on  page  92  the  resolve  to  provide  for  certain  investigations  relating  to  the 
placing  of  the  ice  business  under  public  regulation. 

226. 5—Standards  of  Service. 

Requirements  of  the  Public  Service  Commission  Covering  Meter 
Testing  and  Volt.^ge  Regulation,  by  E.  H.  Tyson.  Read  before 
the  Pennsylvania  Electric  Association,  at  its  Seventh  Annual  Con- 
vention, September  8-11,  1914.     13  pages. 

With  regard  to  meter  testing,  the  writer  has  endeavored  to  interpret  the  rules 
of  the  commission  along  the  lines  of  the  best  practice  of  today,  and  particularly 
for  companies  having  less  than  ten  thousand  meters  on  their  lines.  With  regard 
to  voltage  regulation,  it  is  said  that  the  Commission's  rules  are  sufficiently  reason- 
able in  their  limits  and  should  necessitate  no  changes  in  the  regulation  of  an  up- 
to-date  utility.  Since  the  regulations  have  gone  into  effect,  central  station  com- 
panies, however,  have  considered  it  good  practice  to  keep  a  record  of  voltage 
on  their  different  circuits  under  all  conditions  of  load,  in  addition  to  those  recorded 
at  the  stations. 

200 — Public  Service  Regulation. 

The  Public  Utility  and  the  Public.     Pamphlet,  Reprinted  from 

the  Proceedings  of  the   234th   Meeting  of  the   Commercial  Club   of 

Chicago,  February  14,  1914. 

The  addresses  made  by  Dr.  Mortimer  E.  Cooley  and  Judge  Thompson  of  the 
Illinois  Commission  at  this  meeting  are  given  in  detail. 

Dr.  Cooley  discusses  the  present  relations  between  the  public  and  the  utilities, 
the  elements  of  value  of  public  service  companies  (especially  those  elements  little 
appreciated  by  the  public)  and  emphasizes  the  necessity  for  education  in  the 
matter. 

Judge  Thompson  touches  upon  the  effort  now  being  made  to  bring  the  managers 
of  public  service  corporations  and  the  public  to  a  better  understanding  of  their 
relations  to  each  other.  He  states  that  arrogant  indifference  on  the  one  hand 
and  violent  prejudice  on  the  other  are  yielding  to  the  indisputable  fact  that  each 
is  dependent  on  the  other,  and  their  mutuality  of  interest  in  serving  and  being 
served  requires  that  reasonableness  and  fair  play  shall  govern  the  conduct  of 
both. 

MUNICIPALITIES 

831.1 — Municipal  Bond  Issues. 

New  York  Gets  a  Lesson.  Editorial,  The  Economist,  September  19, 
1914,  p.  468. 

This  states  that  the  City  of  New  York  has  had  a  big  idea  driven  into  its  con- 
sciousness by  the  bankers  who  are  furnishing  the  money  to  pay  its  debts  imme- 
diately falling  due.  J.  P.  Morgan  &  Co.  and  Kuhn,  Loeb  &  Co.,  heading  the  sub- 
scribing syndicate  which  furnishes  $100,000,000  enforce  the  condition  that  the 
city  shall  place  itself  on  something  like  a  cash  basis  in  the  transaction  of  its  busi- 
ness. They  require  that  in  refunding  the  "corporate  stock  notes"  provision 
shall  be  made  to  pay  off  in  15  annual  installments  and  that  no  new  debts  shall  be 
incurred  to  refund  the  notes.  These  installments  must  be  paid  out  of  taxes. 
Also  they  demand  that  improvements  authorized  during  1915  which  will  not  be 
self  sustaining  shall  be  paid  for  25  per  cent  from  the  ta.xes  and  75  per  cent  in  1  to  15 
years.  In  other  ways  these  bankers  have  insisted  that  the  "pay  as  you  go"  plan 
shall  be  followed.  It  is  well  for  the  city  and  fortimate  for  the  count rj-  that  New 
York  has  at  last  been  brought  to  a  sense  of  its  own  sins  and  the  menace  of  those 
sins  to  the  country.     For  many  years  complaint  has  been  made  of  the  enormous 
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debt  of  the  metropolis,  which  approximates  the  debt  of  the  federal  government, 
and  of  the  seeming  indisposition  of  its  financial  department  to  change  its  extrava- 
gant policies.  Every  year  New  York  has  come  out  with  a  new  offering  of  bonds, 
and  a  big  one,  and  at  increasing  rates  of  interest,  till  there  was  a  natural  fear  that 
the  structure  would  topple  over.  A  crisis  for  New  York  would  be  a  crisis  for  the 
country,  and  the  thanks  of  the  American  people  are  due  to  these  bankers  for  put- 
ting a  check  on  this  great  municipal  speculator. 

810 — ^Municipal  or  Local  Regulation  of  Utilities. 

Bill  No.  3086.  Ordinance  No.  2813.  (New  Series).  Fixing  the 
Maximum  Rate  and  Price  to  Be  Charged  for  Furnishing  Electricity 
for  Heat,  Light  or  Power  Purposes  to  the  City  and  County  of  San 
Francisco,  and  the  Inhabitants  Thereof,  and  Prescribing  the  Quality 
of  the  Service,  for  the  Year  Commencing  July  1,  1914,  and  ending  June 
30,  1915. 

The  following  is  a  statement  of  the  rates  contained  in  the  new  ordinance  recently 
accepted  by  the  company: 

720— Rate  Schedules. 

RATE. 

7   cents  per  kilowatt-hour  for  the  first   50  kilowatt-hours  consumed  per  month. 
6       "         "  "  "     "    next    50 

5^     " 

5      " 

4       «         " 

3^     " 

MINIMUM  CHARGE. 
Lighting. 

75  cents  per  month  per  meter. 

Power. 

75  cents  per  month  per  horse  power  installed. 

STAND-BY  SERVICE. 

In  the  event  that  a  stand-by  service  only  is  required  for  lighting,  a  charge  of  $1.00 
per  month  may  be  made  for  each  kilowatt  or  fraction  of  a  kilowatt  of  connected 
load.  In  arriving  at  the  kilowatt  rating,  each  outlet  shall  be  considered  as  con- 
suming 50  watts. 

890 — Municipal  Statistics. 

The  Cost  of  Municipal  Government  in  Massachusetts:     Sixth 

Annual  Report  on  the  Statistics  of  Municipal  Finances.     Public 

Document,  No.  79,  257  pages. 

The  statistics  of  mrmicipal  finances  for  city  and  towTi  fiscal  years  ending  between 
November  30,  1911,  and  March  15,  1912,  are  given  as  reciuired  by  Section  6,  chapter 
371,  acts  of  1909  of  Massachusetts.  In  discussing  the  tables  on  "Payments  for 
Maintenance  and  Interest"  the  report  says:  "In  comparing  certain  departmental 
expenses,  large  differences  will  occasionally  be  noted  for  the  same  class  of  ser- 
vices, the  reason  for  which  is  not  sufficiently  apparent  to  warrant  our  attempting 
to  assign  it  without  more  or  less  exhaustive  inquiry.  Meanwhile  the  differences, 
even  for  a  single  year,  which  may  be  noted  in  these  comparative  tables  for  cities 
of  approximately  the  same  size  should  stimulate  local  discussion  for  the  purpose 
of  ascertaining  whether  a  satisfactory  explanation  can  be  found." 
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830— Public  Ownership. 

What  is  the  Effect?     Editorial,  Journal  of  Electricity,  Power  and 

Gas,  September  12,  1914,  p.  254. 

The  fairness  of  the  action  of  the  city  of  Alameda,  California,  in  opening  a  municipal 
store  for  the  sale  of  goods  such  as  lamps,  heating  devices  and  current  consuming 
apparatus,  is  questioned.  It  is  pointed  out  that  when  such  a  store  sells  at  cost, 
citizens  and  taxpayers  whose  sole  and  only  business  was  and  is  the  sale  and  in- 
stallation of  such  articles  and  who  pay  a  license  for  the  privilege  are  driven  out 
of  business.  Attention  is  further  drawn  to  the  fact  that  the  cost  of  running  the 
establishment  is  distributed  among  all  the  taxpayers  instead  of  the  users  of  the 
service.  It  is  suggested  that  a  little  co-operation  between  the  municipal  plant 
and  the  electrical  dealers  of  Alameda  would  result  in  adding  more  consumers 
and  consuming  devices  to  their  lines  in  three  months  than  the  municipal  store 
selling  at  cost  will  in  one  year. 

830— Public  Ownership. 

Another  Municipal  Electric  Plant  Supplying  Lighting  Cur- 
rent at  3  Cents  per  kw.-hr.,  by  R.  A.  Sara.  Article  and  Editorial, 
Engineering  News,  September  24,  1914,  p.  655  and  page  651. 

Details  are  given  of  the  Winnipeg  municipal  plant  which,  since  October,  1911, 
has  been  selling  electric  current  in  Winnipeg  at  a  maximum  net  rate  of  3  cents  per 
kilowatt-hour.  The  schedule  of  rates  is  given.  It  is  said  that  the  plant  was 
operated  at  a  loss  during  the  first  year  and  a  half  because  during  that  period  the 
business  connected  up  was  not  sufficient,  at  the  rates  prevailing  to  pay  all  charges 
although  21,724  meters  were  connected  in  that  time.  The  present  low  rates  were 
made  at  the  commencement  of  operation  as  it  was  realized  that  the  lower  the  rates, 
consistent  with  cost,  the  quicker  the  load  would  be  secured.  It  is  said  to  be  safe 
to  say  that  the  deficit  will  be  entirely  repaid  out  of  profits  early  in  1915. 

840 — Municipal  Operation. 

Municipal  Operation  Versus  Commission  Regulation.  Editorial, 
Electrical  World,  September  19,  1914,  p.  551. 

The  underlying  elements  which  spell  success  under  private  operation  are  lacking 
when  the  utility  is  operated  by  the  municipality.  Reference  is  here  made  to  the 
belief  on  the  part  of  the  employees  that  their  promotion  in  the  company  depends 
upon  merit  and  not  political  influence,  and  the  knowledge  on  the  part  of  the  mana- 
ger that  his  success  in  life  is  inseparably  associated  with  the  success  of  the  utility 
in  meeting  the  needs  of  the  public.  The  claim  that  the  city  must  own  and  operate 
the  lighting  plant  as  it  does  the  waterworks  in  order  to  obtain  proper  service  for 
the  citizens  has  little  weight  anywhere,  and  none  at  all  in  states  in  which  the 
utilities  are  controlled  by  commissions.  What  the  public  want  is  adequate  and 
satisfa,ctory  service  at  reasonable  rates,  which  result  can  be  insured  by  proper 
commission  regulation.  Numerous  examples  can  be  cited  to  show  tliat  with 
privately  operated  utilities  suitably  regulated  the  result  is  much  more  satisfactory 
than  with  municipally  operated  utilities  either  with  or  without  regulation.  When 
the  service  is  unsatisfactory  or  the  rates  too  high  the  fault  lies  in  the  controlling 
commissions.  The  remedy  is  to  be  found  in  improved  regulation  and  not  in 
municipal  operation. 

890 — Municipal  Statistics. 

Financial  Statistics  of  Cities  Having  a  Population  of  Over 
30,000,  1913.  Bulletin  126  of  The  Bureau  of  the  Census.  73 
pages. 

This  is  a  bulletin  containing  in  abridged  form  financial  statistics  of  cities  having 
an  estimated  population  of  over  30,000  on  July  1,  1913.  Statist  al  tables  show 
the  assessed  valuation  of  taxed  property,  the  receipts  and  payments  of  the  munici- 
pal governments,  and  their  indebtedness  and  assets. 
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COURT  DECISION  REFERENCES. 

224 — ^Rate  Regulation. 

Bellamy  et  al.  v.  Missouri  &  N.  A.  R.  Co.  Decision  of  the  Circuit 
Court  of  Appeals,  Eighth  Circuit.     April  24,  1914.     215  Federal  18. 

The  order  of  the  Arkansas  Railway  Commission  fixing  a  two  cent  per  mile  passen- 
ger rate  is  enjoined  as  confiscatory.  The  court  holds  that  where  a  railroad  com- 
pany incorporated  under  the  laws  of  a  state  has  built  and  economically  operates 
its  line  of  road,  it  is  entitled  to  earn  at  least  sufficient  to  pay  operating  expenses, 
and  a  law  of  the  state  which  will  not  permit  it  to  do  so  is  confiscatory. 

224 — Rate  Regulation. 

BiTNGTON  et  al.  V.  Chicago  R.  I.  &  P.  R.  Co.  et  al.  Decision  of  the 
Supreme  Court  of  Nebrask.\.  Julv  11,  1914.  148  Northwestern 
520. 

This  decision  holds  that  evidence  that  rates  charged  by  a  railroad  company  for 
shipments  to  a  particular  point  are  higher  than  rates  charged  between  the  initial 
points  and  two  other  points  will  not  of  itself  support  a  finding  and  order  reducing 
and  readjusting  the  rates.  It  must  be  alleged  and  provided  that  the  rates  com- 
plained of  are  unreasonable,  unjust  or  discriminatory. 

831.1 — Municipal  Bond  Issues. 

Hayden  v.  Town  of  Aurora.  Decision  of  the  Supreme  Court  of 
CoLOR.\DO.     June  1,  1914.     142  Pacific  183. 

The  Town  of  Aurora,  Colorado,  sought  to  defeat  $150,000  of  water  works  bonds 
now  in  the  hands  of  bona  fide  purchasers,  on  the  ground  that  the  ordinance  pur- 
suant to  which  the  bonds  were  issued  was  not  published.  The  court  holds  that 
in  view  of  the  recitals  in  the  ordinance,  the  ordinance  books  and  the  bonds  them- 
selves the  municipalit}'  is  estopped  from  thus  attacking  their  validity. 

"It  would  be  a  strange  situation  if  the  t0A\Ti  and  its  general  officers,  having  full 
power  and  authority  to  comply  with  precedent  conditions,  and  to  determine  and 
declare  when  that  had  been  done,  could  issue  bonds  of  apparent  legality  with 
recital  and  certificate  of  full  compliance  with  all  preliminary  requirements, 
dispose  of  them  to  bona  fide  purchasers  for  value,  and  then  defeat  the  bonds 
thus  held  by  denying  that  the  things  which  they  could  have  done,  and  which 
it  was  their  duty  to  do,  in  order  to  make  the  bonds  valid,  had  in  fact  been 
totall}'  disregarded.  Such  a  doctrine  is  not  only  ineciuitable,  but  positively 
immoral.  It  would  place  a  premium  on  misrepresentation  and  deceit,  and  at 
the  same  time  cast  a  cloud  upon  securities  of  this  class,  rendering  a  sale  of  them 
most  difficult  which  if  accomplished  at  all  could  be  done  only  upon  terms  most 
favorable  to  the  purchaser." 

115 — Use  of  Public  Highways. 

DoLTON  V.  Public  Service  Electric  Co.  Decision  of  the  Court  of 
Chancery  of  New  Jersey.     July  10,  1914.     91  Atlantic  589. 

The  electric  company,  being  imder  contract  to  furnish  the  township  with  energy 
for  street  lighting,  erected  massive  poles  whereon  it  strung  not  only  wires  for 
private  and  public  lighting  but  also  the  wires  of  a  high-tension  transmission  sj's- 
tem.  The  Court  holds,  as  it  did  in  Thropp  v.  Public  Service  Electric  Co.  (See 
5  R.\TE  Research  351)  that  the  company  had  no  right  to  erect  poles  larger 
than  were  necessary  for  the  public  and  private  lighting  without  the  permission  of 
the  abutting  property  owners,  and  that  the  erection  of  massive  poles  for  the 
high-tension  transmission  purposes,  is  trespass. 


^ 


Vol.  6 


October  8,  1914 


No.  2 


m 


RATE 
RESEARCH 


i 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


m 


;^g 


KntprpH   nq  ^r^Ttn^l  ./^l-fj^  r^i-jt  +  oT-  TiiK-   11      1Q11     ot   fKr.  r^^of   ^fl;«^  «+  /^l. 


Tii;„^:„    ..-j„-  *u-v    *„i.  «r  ^r u  o     i07n 


NATIONAL   ELECTRIC    LIGHT   ASSOCIATION 

HOLTON  H.  SCOTT PRESIDENT 

K.  \V.  LLOYD Vice-President 

H.  A.  WAGXER Vice-President 

L.  D.  GIBBS Vice-President 

J.  S.  BLEECKER Vice-President 

T.  COMMERFORD  MARTIN       .       .       .  Secretart 

S.  A.  SEAVALL  .  .  .  ASS'T  TO  THE  SECRETARY 
\V.  F.  WELLS TREASURER 

H.  BILLIXGS  .  Ass'T  Secretary  and  Treasurer 
EVERETT  M.  BURDETT  .  .  GENERAL  COUNSEL 
GEO.  VV.  ELLIOTT     .     Master  of  Transportation 

EXECUTIVE    COMMITTEE 

HOLTON   H.   SCOTT 
H.  C.  ABELL  A.C.EINSTEIN  J.  B.  McCALL  "VV".  N.  RYERSON 

J.  S.  BLEECKER         S.  D.  GIBBS  W.  NEUMILLER  PAUL   SPENCER 

H.  G.  BBADLEE  C.  E.  GROES  BECK    R.  S.  ORR  H.A.WAGNER 

"W.  C.  L.  EGLIN  E.W.LLOYD 

RATE    RESEARCH    COMMITTEE 

E.  \V^.  LLOYD.  Chairman 

L.  H.  CONKLIN  ^V.  H.  JOHNSON  R.  A.  PHILIP 

A.  A.  DION  J.  W.  LIEB.  Jr.  F.  ^V.  SMITH 

R.  S.  HALE  AV.  J.  NORTON  W.  H.  WINSLOW 

MIKE  S.  HART,  SECRETARY 

120   AVEST  ADAMS    STREET         •  -         CHICAGO.   ILL. 

Rate  Research 

William  J.  Norton,  Editor.  Grace  Eaton  Hauk,  Associate  Editor. 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

120   WEST  ADAMS  STREET        -         CHICAGO 

TERMS    OF   SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 

Additional  Copies,  $8.00  a  Year. 

Single  Copy,  $10.00  a  Year;    Payable  in  Advance. 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Address  all  Communications  to  120  West  Adams  Street,  Chicago,  111. 

COPTRIGHT,    1914,   BT   NATIONAL  BUICTRIC   LIGHT  ASSOCIATION 


CONTENTS  Page 

COMMISSION  DECISIONS 19 

Wisconsin 19 

STANDARDS  OF  SERVICE  23 

Washington 23 

Illinois 23 

COURT   DECISIONS 25 

Colorado  25 

REFERENCES  28 

Rates 28 

Investment  and  Return 28 

Public  Service  Regulation 29 

Municipalities 31 

General 31 

Court  Decision  References 32 


(is; 


Rate  Research 

Vol.  6  Chicago,  October  8,  1914 No.  2 

For   statement  of  facts  and   opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

Jones  et  al.  v.  Berlin  Public  Service  Company,  Asking  for  the 
Establishment  of  Reasonable  Rates  for  Electric,  Gas  and  Heating 
Service  in  Berlin  (pop.  4,636).  Decision  of  the  Wisconsin  Railroad 
Commission,  Adjusting  Rates.  September  12,  1914. 
A  valuation  was  made  of  the  entire  property,  and  the  rates,  rules  and 
regulations  of  the  three  departments  of  the  utility,  gas,  electric  and 
heating  were  investigated.  It  was  found  necessary  to  prescribe  new 
rates  in  all  departments  in  order  to  eliminate  discriminations  between 
the  departments  and  between  different  classes  of  service. 

"The  petitioners  assert  that  the  capacity  of  the  respondent's  equip- 
ment is  sufficient  to  supply  a  city  having  a  population  of  10,000. 
While  it  is  not  definitely  said  so,  the  intimation  appears  to  be  that 
the  capacity  is  much  too  large  for  Berlin  and  that  the  fixed  charges 
upon  the  entire  investment  would  unduly  burden  the  customers  if 
the  rates  should  be  based  upon  the  entire  amount. 

"Investigation  of  the  facts  does  not  disclose  that  the  capacity  is 
in  excess  of  the  amount  which  is  required.  The  capacity  of  the  elec- 
tric plant  is  indeed  much  larger  than  is  usually  required  for  the  ordi- 
nary lighting  and  power  service  of  a  city  of  this  size.  The  reason 
for  this  is  that  the  company  has  three,  or  at  least  two,  customers 
with  unusually  large  power  installations.  There  are  a  feed  mill  with 
50  horse  power  capacity,  a  flour  mill  with  225  horse  power,  and  a 
quarry  with  215  horse  power.  The  consequence  is  that  the  capac- 
ity required  to  take  care  of  the  power  business  during  the  day  time 
exceeds  very  much  the  capacity  required  at  night     ..." 

450— Value  of  Service. 

"An  unusual  situation  exists  at  Berlin,  for  the  daily  peak  ordinarily 
occurs,  about  11  A.M.,  due  to  the  two  large  power  consumers,  the 
Wisconsin  Granite  Company  and  the  Wright  Mills.  The  fact  that 
the  maximum  daily  demand  arises  from  the  high  power  load  and 
comes  during  the  forenoon  creates  a  situation  which  is  unusual  to 
deal  with  in  apportioning  the  expenses  of  operation  among  the  several 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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classes  of  service.  Ordinarily,  the  peak  of  the  electric  load  is  caused 
by  the  lighting  business  or,  at  any  rate,  the  lighting  so  overlaps  and 
adds  to  the  declining  power  load  that  the  crest  must  be  met  during 
hours  of  darkness.  In  such  cases  as  that,  utilities  are  able  to  furnish 
considerable  power  service  without  adding  greatly  to  the  investment 
required  for  lighting  alone.  In  apportioning  the  expenses  of  the 
joint  operation  for  light  and  power,  lighting  service  benefits  from 
the  economy  arising  from  the  complimentary  or  double  use  of  equip- 
ment, but  power  service  receives  the  greater  advantage  because  it  is 
essentially  off-peak. 

"In  the  case  of  the  respondent's  business,  the  situation  is  quite  differ- 
ent for  it  is  evident  that  even  though  no  lighting  were  used  during  the 
time  of  the  peak  on  the  plant,  the  capacity  required  for  power  service 
would  be  four  times  the  capacity  for  lighting.  If  the  expenses  were 
apportioned  in  the  ordinary  manner,  commercial  power  would  be 
overloaded  with  fixed  costs  as  well  as  certain  variable  expenses, 
while  commercial  lighting  and  municipal  street  lighting  which  are 
furnished  off-peak  would  be  so  relieved  that  their  rates  would  be  very 
much  lower  than  if  the  respondent  furnished  no  power  or  only  the 
normal  proportion  of  power.  Since  the  major  part  of  power  busi- 
ness could  nor  be  retained  with  rates  conforming  to  such  an  appor- 
tionment of  expenses,  and  the  lighting  business  could  not  carry  the 
investment  alone,  it  seems  advisable  to  predicate  the  rates  upon  the 
normal  expenses  of  the  several  classes  of  service,  bearing  in  mind  the 
total  expenses  of  the  business  and  the  total  revenues  reasonably 
required     .     .     .     " 

650 — Discrimination. 

"Although  the  Commission  has  no  present  knowledge  of  the  practice 
now  followed  by  the  company  in  charging  its  employes  for  electric 
service,  there  is  found  in  the  schedules  on  file  with  the  Commission, 
the  following  preferential  rate:  Employes  of  company,  50  per  cent 
of  regular  meter  rate.  This  practice  is  in  violation  of  the  Public 
Utilities  Law  and  should  be  corrected  at  once  if  it  is  being  indulged 
in  by  the  company     ..." 

720— Rate  Schedules. 

The  rates  provided  for  electric  service  are  as  follows: 

COMMERCIAL  LIGHTING. 
Rate. 

13  cents  net  or  14  cents  gross  per  kilowatt-hour  for  the  first  40  kilowatt-hours 
or  less  used  per  kilowatt  of  active  connected  load  per  month. 

10  cents  net  or  11  cents  gross  per  kilowatt-hour  for  the  next  60  kilowatt  hours, 
or  portion  thereof,  used  per  kilowatt  of  active  connected  load  per  month. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  all  use  in  excess  of  100  hours 
per  month  per  kilowatt  of  active  connected  load. 

Determination  of  Active  Connected  Load. 

The  following  percentages  of  comiected  lighting  load  shall  be  deemed  active: 
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Class  A. — Residences,  dwelling  flats,  i)rivate  rooming  houses,  etc.;  75%  of  the 
first  500  watts  connected  and  50%  of  all  installation  in  excess  of  500  watts. 

Class  B.— Banks,  offices,  stores,  etc.;  75%,  of  the  first  2.5  kilowatts  connected 
and  60%  of  all  installation  in  excess  of  2.5  kilowatts  connected. 

Class  C— PuVjlic  buildings,  public  and  parochial  schools,  churches,  etc.;  55% 
of  the  total  connected  load. 

The  first  600  watts  capacity  of  each  incidental  appliance,  such  as  flat  irons, 
fans,  toasters  and  percolators,  connected  to  the  lighting  meter  shall  not  be 
considered  in  determining  the  active  load. 

Prompt  Payment  Discount. 

The  difference  between  gross  and  net  rates  shall  constitute  a  discoimt  for 
prompt  payment. 

Minimum  Charge. 

$1.10  gross  or  $1.00  net  per  month. 

Terms  and  Conditions. 

The  charges  for  recormection  of  service  for  the  same  consumer  on  the  same 
\       premises  shall  be  $1.00. 
\      The  Company  shall,  upon  recjuest  of  the  consumer,  inspect  the  installation  of 
\     lamps  and  advise  the  consumer  of  the  efficiency  thereof. 

COMMERCIAL  POWER. 

Rate. 

Demand  Charge. 

50  cents  i)er  month  per  active  horsepower  connected  plus  an 
Energy  Charge  of 

8  cents  net  or  9  cents  gross  for  the  first  .50  kilowatt-hours  used  per  month. 
7  cents  net  or  8  cents  gross  for  the  next  50  kilowatt-hours  used  per  month. 
6  cents  net  or  7  cents  gross  for  the  next  100  kilowatt-hours  used  per  month. 
5  cents  net  or  6  cents  gross  for  the  next  100  kilowatt-hours  used  per  month. 
4  cents  net  or  5  cents  gross  for  the  next  500  kilowatt-hours  used  per  month  . 
2  cents  net  or  3  cents  gross  for  all  use  in  excess  of  800  kilowatt-hours  per 
month. 

Maximum  Limiting  Rate  for  Power. 

In  all  cases  where  the  average  monthlv  net  rate  per  kilowatt-hour  for  power 
shall  exceed  9§  cents  per  kilowatt-hour,  a  flat  rate  of  9^  cents  net  or  10  cents 
gross  per  kilowatt-hour  shall  prevail,  excepting  always  that  no  bill  shall  be 
rendered  for  less  than  the  minimum  bill. 

Determination  of  Active  Connected  Load. 

The  following  percentages  of  actual  connected  power  load  shall  be  deemed 
active: 

First  10  H.  P.  coimected,  90%  active. 
Next  10  H.  P.  connected,  80%  active. 
Next  30  H.  P.  connected,  70%  active. 

Prompt  Payment  Discount. 

The  difference  between  gross  and  net  rates  shall  constitute  a  discount  for  prompt 
payment : 

Minimum  Charge. 

$1.00  net  or  $1.10  gross  per  month. 
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\ Terms  and  Conditions. 
The  charge  for  rocoimection  of  service  for  the  same  consuiner  on  the  same 
premises  shall  be  $1.00. 

"  SPECIAL  CONTRACTS. 

The  terms  and  conditions  of  all  special  contracts  for  installations  of  50  H.  P. 
or  over  shall  be  submitted  to  the  Commission  for  approval. 

The  following  special  contract  rates  were  left  unchanged: 

Stillman,  Writing  &  Company,  2  cents  per  kilowatt-hour. 
Wisconsin  Granite  Company,  meter  rate  $0.0295J  per  kilowatt-hour. 
Wisconsin  Granite  Company,  meter  rate  $0.02|  per  kilowatt-hour. 

In  regard  to  the  company's  special  contract  rates,  the  Commission  says: 

"C.  S.  Morris,  the  Wisconsin  Granite  Company  and  the  Wright  Mills 
are  at  present  purchasing  current  for  power  under  special  contracts. 
The  rates  at  which  these  consumers  are  charged  are  not  the  same  as 
the  rates  of  the  regular  schedule,  but  since  the  service  is  not  similar 
to  that  of  other  users  it  cannot  be  concluded  on  that  ground  that  the 
rates  are  unjustly  discriminatory.  It  appears  inadvisable  to  change 
the  rates  under  these  contracts  at  this  time  because  of  possible  dis- 
turbance of  the  whole  business.  The  contracts  will  be  at  all  times 
under  the  supervision  of  the  Commission     ..." 

STREET  LIGHTING. 

$35.00  per  lamp  per  year  for  4  ampere,  85  volt,  a.  c.  series  enclosed  arcs  burning 
2,500  hours  per  annum  every  night  from  dusk  to  12  p.  m.,  55  lamps  cormected. 
$35.00  per  lamp  per  year  for  200  watt,  4  ampere,  a.  c.  series  Tungsten  lamps  burning 
2,500  hours  per  annum  every  night  from  dusk  to  12  p.  m.  22  lamps  connected. 

Corinthian  Street  Lighting  System. 

The  rate  for  this  metered  service  shall  be  61  cents  per  kilowatt-hour  under  the 
existing  conditions  as  to  time,  wattage  of  lamps,  etc. 

782.5— Lamp  Efficiency. 

"The  petitioners  have  requested  that  the  Company  be  required  to  in- 
spect the  incandescent  lamps  in  use  at  stated  intervals.  The  rules 
of  service  which  the  Commission  has  formulated  do  not  require  such 
a  periodic  inspection,  but  do  require  that  "each  utility  shall  specifi- 
cally inform  each  of  its  consumers  as  to  the  conditions  under  which 
efficient  service  may  be  secured  from  its  system  and  render  its  con- 
sumers reasonable  assistance  in  securing  incandescent  lamps  and 
other  appliances  best  adopted  to  the  service  furnished."  (Rule  27, 
In  re  Standards  for  Gas  and  Electric  Service,  12  W.  R.  C.  R.  2.) 
It  has  been  found  in  many  instances  that'consumers  object  to  the  in- 
spection of  their  installations  as  an  unnecessary  interference  by  the 
company.  The  present  rule  is  designed  to  secure  lamp  inspection 
service  for  the  consumers  who  desire  it  without  making  an  inspection 
of  all  installations  compulsory.  It  therefore  appears  reasonable  that 
the  company  should  add  to  its  rules  and  regulations  a  rule  to  the 
effect  that,  upon  the  request  of  any  consumer,  an  inspection  of  the 
incandescent  lamps  will  be  made  for  the  purpose  of  ascertaining  their 
state  of  efficiency     .     .     ." 
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226.5—  STANDARDS  OF  SERVICE 

WASHINGTON 

An  Act  Relating  to  Electrical  Construction  and  the  Maintenance  and 
Use  of  Electric  Wires,  Apparatus  and  Appliances  (Chapter  130,  Laws 
of  1913),  with  Rules  as  Amended,  Altered,  Changed  and  Supplemented 
by  the  Public  Service  Commission  of  Washington,  by  Order  of  August 
14,  1914,  has  been  issued  in  pamphlet  form. 

ILLINOIS 

Rules  Establishing  Standards  of  Service  for  Gas  and  Electric 
Utilities,  Adopted  by  the  Illinois  Public  Utilities  Commission 
and  effective,  November  1,  1914, 

The  rules  for  electric  utilities  relating  to  meter  accuracy  specifies 
the  equipment  to  be  owned  by  the  utility  for  the  testmg  of  electric 
meters  and  states  the  manner  in  which  the  various  tests  are  to  be 
made.  Companies  havmg  more  than  1,000  meters  in  service  are 
required  to  possess  secondary  standards  of  some  approved  type.  The 
Wisconsin  and  other  commissions  have  made  such  a  rule  applying 
to  companies  having  250  customers.  Upon  installation,  electric 
meters  are  to  have  an  average  error  not  over  2%  and  the  allowable 
error  for  watt-hour  meter  in  service  is  4%. 

The  rule  covering  the  periodic  testing  of  meters  is  here  quoted  in  full. 

"Each  watt-hour  meter  shall  be  tested  according  to  the  following 
schedule  while  connected  in  its  permanent  position  in  place  of 
service : 

"(a)  Two  and  three  wire  commutating  type  and  mercury  type 
meters,  up  to  and  including  fifty  (50)  amperes  rated  capacity  of 
meter  element,  shall  be  tested  at  least  once  every  eighteen  (18) 
months. 

"(b)  Two  and  three  commutating  type  and  mercury  type  meters 
of  over  fifty  (50)  amperes  rated  capacity  of  meter  element,  shall  be 
tested  at  least  once  every  twelve  (12)  months. 

"(c)  Two  and  three  wire  single  phase  induction  type  meters  up  to 
and  including  twenty-five  (25)  amperes  rated  capacity  of  meter 
element,  shall  be  tested  at  least  once  every  thirty  (30)  months. 

"(d)     Two   and   three   wire   single   phase   induction   type   meters 
of  over  twenty-five  (25)  amperes  rated  capacity  of  meter  element, 
■    shall  be  tested  at  least  once  every  twenty-four  (24)  months. 

"(e)  Self-contained  polyphase  meters  up  to  and  including  fifty 
(50)  kw.  rated  capacity,  shall  be  tested  at  least  once  every  eighteen 
(18)  months. 
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"(f)  Self-contained  polj'phase  meters  of  over  fifty  (50)  kw.  rated 
capacity  shall  be  tested  at  least  once  every  twelve  (12)  months. 

"(g)  Polyphase  meters  connected  through  current  transformers 
or  current  and  potential  transformers,  to  circuits  up  to  and  including 
fifty  (50)  kw.  rated  capacity,  shall  be  tested  at  least  once  every 
twenty-four  (24)  months. 

"(h)  Polyphase  meters  connected  through  current  transformers 
or  current  and  potential  transformers,  to  circuit  of  over  fifty  (50) 
kw.  rated  capacity,  shall  be  tested  at  least  once  every  eighteen  (18) 
months." 

If  on  a  test  by  the  utility  or  the  commission  the  meter  is  found  to  have  a 
percentage  of  error  greater  than  that  allowed  by  the  commission, 
adjustments  are  to  be  made  in  the  bills  for  the  six  months  previous, 
corresponding  to  the  percentage  of  error  of  the  meter. 

Other  rules  apply  to  voltage  \'ariation,  voltage  surveys  and  records, 
and  standard  frequency  for  alternating  current  service. 

All  new  construction  of  electric  companies  are  to  comply  with  the  rules 
in  the  current  edition  of  the  National  Electrical  Code  in  the  manner  of 
grounding  of  secondaries,  and  existing  construction  is  to  be  changed  as 
expeditiously  as  possible  to  conform  to  these  rules. 

226.2 — Extension  of  Service. 

The  regulations  for  both  gas  and  electric  companies  contain  rules 
regarding  the  extension  of  service.  The  rules  covering  the  extension  of 
the  lines  of  electric  utilities  are  as  follows: 

"(a)  Free  Extensions.  Each  utility  shall  upon  written  request 
for  service  by  a  prospective  consumer  or  a  group  of  prospective 
consumers  located  in  the  same  neighborhood  make  free  of  charge 
a  line  extension  necessary  to  give  service  and  furnish  free  connection, 
provided  that  such  line  extension  does  not  require  more  than  twice 
as  many  poles  at  standard  spacing  as  there  are  individual  applicants. 

"(b)  Extensions  ABO^^  Free  Limit.  If  the  line  extension 
required  in  order  to  furnish  service  at  any  point  within  the  corporate 
limits  of  any  city  or  village,  or  any  adjacent  suburb  of  a  city  or 
village  is  greater  than  the  free  extension  specified  abo^■e,  such  an 
extension  shall  be  made  under  the  following  conditions:  The 
utility  may  require  a  deposit  of  the  cost  of  extension  above  the  free 
limit  and  shall,  in  such  case,  refund  an  amount  equal  to  the  cost  of 
the  free  main  extension  for  each  additional  consumer  whose  service 
shall  be  taken  off  of  the  entire  extension  within  a  period  of  ten  years 
from  the  making  of  such  an  extension,  but  at  no  time  shall  the  rebate 
made  exceed  the  original  deposit.  If  the  extension  is  of  such  length 
and  the  prospective  business  which  may  be  developed  by  it  is  so 
meager  as  to  make  it  doubtful  whether  the  business  from  the  exten- 
sion would  ever  pay  a  fair  return  on  the  investment,  the  fact  shall  be 
reported  to  the  commission  for  investigation  and  determination  as  to 
the  reasonableness  of  such  extension. 
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"This  rule  shall  not  be  construed  as  prohibiting  any  utility  from 
making  free  extension  of  lengths  greater  than  above  specified,  or 
from  providing  a  method  of  return  of  deposits  for  extensions  more 
favorable  to  consumers  so  long  as  no  discrimination  is  practiced 
between  consumers  whose  service  requirements  are  similar. 

"(c)  Contract  for  Service.  Utilities  will  not  l)e  required  to 
make  line  extensions  as  described  in  this  rule  unless  those  to  be  served 
by  such  extension  shall  contract  to  use  the  service  for  at  least  one 
year." 

COURT  DECISIONS 
COLORADO 

224.5 — Rates  Fixed  by  Contract. 

WOLVERTON     V.      MOUNTAIN     StATES     TELEPHONE     &     TELEGRAPH     Co. 

Suit  to  Compel  the  Company  to  Continue  Residence  Service  Used  for 
Business  Purposes  at  a  Contracted  Rate.  Decision  of  the  Supreme 
Court  of  Colorado,  Holding  that  the  Customer  Should  Pay  for 
Business  Service  and  that  Rates  Fixed  by  Contract  Are  Subject  to 
Legislative  Regulation.     July  8,  1914.     142  Pacific  165. 

The  customer  conducted  an  insurance  business  at  his  home,  using  a 
telephone  for  which  he  paid  a  residence  rate,  according  to  contract. 
He  moved  to  a  new  residence,  and  applied  for  the  installation  of  a  tele- 
phone under  the  old  contract.  The  Company  refused,  and  the  custo- 
mer brought  suit  for  damages,  urging  that  his  business  was  being  in- 
jured and  that  the  company  was  obligated  under  the  contract  to 
furnish  the  service  applied  for.  The  court  holds  that  the  customer 
should  be  served  under  the  business  instead  of  the  residence  rate,  and 
discusses  at  length  the  question  of  legislative  power  over  such  contracts. 

120— Protection  of  the  Public. 

"Telephone  companies  are  public  service  corporations,  and  their 
instruments  and  apparatus  are  therefore  devoted  to  a  public 
use,  and  by  reason  of  various  valuable  rights  and  franchises  granted 
by  the  public  are  subject  to  certain  well  understood  duties  and  obli- 
gations, without  discrimination,  to  the  public  generally,  and  are 
bound  to  conduct  their  business  in  a  manner  conducive  to  the  public 
benefit.  They  are  likewise  subject  to  legislative  regulation  and 
control.  These  companies  may  not  arbitrarily  refuse  their  facilities 
to  any  person  desiring  them  and  ofl'ering  to  comply  with  their  regu- 
lations, subject  to  the  provision  that  rates  and  regulations  must  be 
reasonable." 

600— Rate  Differentials. 

"That  there  is  reasonably  a  difference  in  the  value  of  such  services,  as 
between  business  and  residence  purposes,  and  that  such  difference 
in  rates  charged  by  such  public  service  companies  is  common  and 
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usual,  is  well  understood.  So  that  in  this  case  even  if  we  were  to 
hold  the  contract  binding  for  continued  use  as  a  residence  phone,  it 
cannot  apply  in  case  of  use  for  business  purposes,  which  appears  to 
be  the  clear  demand  of  the  plaintiff." 

224.5— Rates  Fixed  by  Contract. 

"The  complaint  does  not  allege  public  regulation  as  to  rates  nor  a 
customary  rate  charged  for  the  service  demanded,  nor  what  is  a 
reasonable  rate  therefor,  nor  a  tender  of  any  such  sum.  The  right 
of  the  plaintiff,  as  a  resident  of  the  city  of  Boulder,  to  have  a  tele- 
phone installed  in  his  home  or  place  of  business,  and  to  the  use 
thereof,  is  not  dependent  upon  the  contract,  but  upon  the  fact  that 
the  defendant  is  a  public  service  corporation,  with  its  attendant 
obligations  to  the  pul^lic  by  reason  thereof,  and  the  plaintiff's  will- 
ingness to  pay  the  reasonable  rates  for  such  service,  and  to  otherwise 
comply  with  the  defendant's  reasonable  regulations,  applicable  to  all 
alike,  and  without  discrimination. 

"But  it  must  be  conceded  that  the  plaintiff  could  at  any  time  have 
terminated  the  contract,  under  its  own  terms,  at  will.  There  is  no 
agreement  that  the  contract  will  continue  for  any  definite  period. 

"It  requires  no  argument  to  show  that  such  contracts  with  public 
service  corporations  for  fixed  periods  are  impracticable,  if  not  im- 
possible, from  their  very  nature.  The  service  is  a  public  service, 
and  subject  to  a  constant  change  of  conditions. 

"It  is  clear  that,  if  the  telephone  company  should  reduce  its  rates  for 
service  to  the  public  generally,  it  could  not  continue  to  hold  the 
plaintiff  indefinitely,  under  a  contract  for  a  higher  rate. 

"The  rule  as  to  the  enforcement  of  contracts  wanting  in  mutuality 
was  stated  by  Judge  Cooley  in  Rust  v.  Conrad,  47  Michigan  449, 
11  N.  W.  265,  41  Am.  Rep.  720,  to  be: 

"  'But  the  court  will  also  refuse  to  interfere  in  any  case  where,  if  it 
were  to  do  so,  one  of  the  parties  might  nullify  its  action  through  the 
exercise  of  a  discretion  which  the  contract  or  the  law  invests  him 
with.  The  refusal  in  such  a  case  does  not  depend  of  necessity  upon 
any  illegality,  inequality,  or  fairness, .  but  is  sufficiently  based  upon 
the  impropriety  of  imposing  on  the  judge  the  labor,  and  on  the 
public  the  expense,  of  an  investigation  of  disputes  when  the  circum- 
stances are  such  as  to  preclude  any  judgment  that  may  be  rendered 
from  being  final.  No.  court  can  with  reason  be  callecl  upon  to  do  a 
vain  thing  *****  ^j^  contracts  where  the  party  has  re- 
served to  himself,  or  where  the  law  gives  him  the  authority  to  render 
nugatory  any  decree  that  ought  to  be  rendered  in  their  enforcement 
rests  upon  the  same  principle.  This  was  recognized  in  Rutland 
Marble  Co.  v.  Ripley,  10  Wall.  339,  359  (19  L.  Ed.  955)  and  more 
distinctly  asserted  and  decided  in  Express  Co.  v.  Railroad  Co.  99 
U.  S.  191,  25  L.  Ed.  319.  In  this  last  case  the  very  strong  assertion 
is  made  that  a  court  of  equity  never  interferes  where  the  power  of 
revocation  exists.' 
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"As  to  the  application  of  this  rule  in  case  of  contracts  with  pubhc 
utilities  for  service,  see  Fowler  Utilities  Co.  v.  Gray,  168  Ind.  1,  79 
N.  E.  897,  7  L.  R.  A.  (N.  S.)  726,  120  Am.  St.  Rep.  344. 
"Wyman  on  Public  Service  Corporations  well  states  the  reason  for 
the  rule  of  nonenforcement  of  such  contracts  with  public  service 
corporations  as  follows: 

■"  'A  troublesome  problem  arises  when  the  continuing  to  render  ser- 
vice at  certain  rates  fixed  by  a  contract  which  was  legal  when  it  was 
made  comes  into  conflict  with  new  rates  later  scheduled  by  which 
the  public  generally  are  called  upon  to  pay  higher  rates.  It  once 
seems  to  have  been  thought  that  a  continuing  contract  to  take 
shipment  must  be  respected  when  rates  generally  are  raised.  In 
those  days  it  will  be  remembered  any  concessions  for  which  anything 
could  be"  said  was  held  justifiable.  But  of  late,  with  the  stringent 
law  against  all  discrimination  and  the  insistent  enforcement  of  it, 
even  a  definite  contract  still  continuing  by  its  terms  is  held  no  justi- 
fication for  giving  to  the  particular  customer  lower  rates  than  to 
those  called  for  from  all  by  the  present  schedule.  Once  the  policy 
against  discrimination  is  well  established,  there  is  no  difficulty  in 
saving  that  for  reason  of  public  policy  no  further  obligation  attaches 
to  such  a  contract.  To  the  argument  that  the  contract  may  have 
been  valid  when  made  if  it  fixed  the  rate  then  charged  all,  and  that 
therefore,  the  subsequent  action  of  the  railroad  in  advancing  rates 
generally  could  not  invalidate  it,  the  United  States  Supreme  Court 
replied  recently:  "This  contention  loses  sight  of  the  central  and 
controlling  purposes  of  the  law,  which  is  to  require  shippers  to  be 
treated  alike,  and  that  the  filed  and  published  rate  shall  be  equally 
known  by  and  available  to  every  shipper."  ' 

"And  it  is  now  held  that  even  in  case  of  such  contracts  with  public 
utilities  for  specific  rates,  and  for  definite  periods  of  time,  these 
are  subject  to  legislative  acts  of  regulation.  Louisville  &  Nashville 
Ry.  V.  Mottky  219  U.  S.  467,  31  Sup.  Ct.  265,  55  L.  Ed.  297,  34 
L.  R.  A.  (N.  S.)  671;  Southern  Wire  Co.  v.  St.  Louis  Bridge  &  T.  Co. 
38  Mo.  App.  191. 

"In  addition  to  what  has  been  said,  it  has  been  held  that  such  a 
judgment  as  is  prayed  for  in  this  case  would  be  in  effect  the  fixing 
of  a  rate  by  the  court.  Nebraska  Tel.  Co.  v.  State,  55  Neb.  627,  76 
N.  W.  171,  45  L.  R.  A.  113. 

"It  is  universally  held  that  the  power  to  fix  a  rate  of  regulation  in 
such  case  is  exclusively  a  legislative  function  and  that  the  courts 
may  determine  the  question  of  reasonableness  alone. 

"It  is  quite  clear  in  this  case  that  the  court  is  asked  to  perpetuate 
a  contract  between  the  parties  as  it  relates  to  a  rate  once  agreed  on, 
for  residence  purposes,  and  also  to  make  it  apply  to  a  business 
purpose,  and  which  may  or  may  not  be  at  this  time  reasonable. 
Courts  have  no  such  power,  Colorado  Tel.  Co.  v.  Willmore,  53  Colo. 
591,  129  Pac.  204." 
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REFERENCES 

RATES 

612.4— Distribution  Economies. 

London  County  Council.  Report  of  the  Special  Committee  on 
London  Electricity  Supply.     8  pages. 

This  is  the  report  of  the  Council  on  the  Merz-McClellan  report  on  London  electricity 
supply.     The  Council  report  was  referred  to  in  5  Rate  Research  334  and  350. 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

In  Rate  Fixing  by  Commission  Should  "Depreciation"  be  De- 
ducted FROM  Plant  Valuation?  by  Alexander  C.  Humphreys.  Ab- 
stract of  a  Paper  to  be  Read  before  the  American  Gas  Institute,  October 
21-23,  1914.     Gas  Institute  News,  4  pages,  October  1914,  p.  446. 

In  discussing  the  question  of  depreciation,  a  distinction  should  be  made  between 
actual  depreciation,  to  be  determined  only  by  the  best  judgment  of  an  engineer 
competent  as  constructor  and  operator,  and  estimated  or  theoretical  deprecia- 
tion, which  is  primarily  a  question  in  accountancy  and  employed  in  connection 
with  the  annual  charge  to  "Depreciation  Reserve,"  but  which  for  accuracy  re- 
quires the  co-operation  of  the  engineer.  In  preparing  a  reliable  estimate,  the 
exi^ected  life  of  each  of  the  several  parts  of  the  plant  must  be  assumed,  bearing 
in  mind  the  original  design,  material  and  workmanship,  operating  methods,  account- 
ancy methods,  state  of  the  art  and  possible  demands  for  product  or  service.  These 
stipulations  indicate  the  chance  for  error,  particularly  as  the  future  cannot  be 
controlled  as  to  operating  and  accountancy  methods  to  be  employed.  Provided 
that  this  estimate  is  to  be  used  only  to  determine  how  much  shall  be  retained  each 
year  from  income  and  charged  to  the  year's  "Loss  and  Gain  Account,"  there  is 
iio  irreparable  harm  done  if  the  estimate  is  not  quite  accurate  provided  a  sufficient 
amount  has  been  charged,  as  a  correction  can  be  introduced.  If,  however,  this 
estimated  "Depreciation"  is  to  be  the  basis  for  deducting  from  the  valuation  of  a 
public  service  property,  irhich  should  not  be  the  case,  accuracy  is  of  the  utmost  im- 
portance. Mr.  Alvord's  suggestion  that  "depreciation"  should  be  deducted  un- 
less a  sinking  fund  is  actually  kept  in  a  bank  or  in  trust  as  part  of  the  property, 
when  this  should  receive  the  same  rate  of  return  as  the  remainder  of  the  useful 
property,  and  various  recommendations  made  by  the  Committee  of  the  American 
Society" of  Civil  Engineers,  are  discussed.  The  waiter  enters  an  earnest  protest 
against  the  use  of  tables  of  average  lives  for  the  several  types  and  parts  of  the 
plant,  and  against  considering  depreciated  value  as  a  basis  for  rate  making.  The 
importance  of  the  personnel  of  commissions  is  emphasized. 

300 — Investment  and  Return. 

Problems  Before  Commissions,  by  Thomas  C.  Duncan.  Abstract  of 
an  Address  before  the  Indiana  Electric  Light  Association,  September 
23-24,  1914.  Electrical  Review,  |  page,  October  3,  1914,  p.  672;  Elec- 
trical World,  I  page,  October  3,  1914,  p.  652. 

Various  problems  coming  before  commissions  are  considered.  It  is  said  that  going 
value  is  such  a  difficult  subject,  not  so  much  because  of  lack  of  agreement  as  to 
what  general  items  that  it  should  include,  but  on  account  of  the  difference  of  per- 
sonal opinion  as  to  just  how  much  must  be  included  in  each  item.     Respecting 
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this  and  other  utility  questions  that  come  up  before  commissions,  the  courts  must 
be  the  final  arbitrators.  Although  they  have  passed  on  various  features  of  the 
going-vahie  question,  they  have  not  yet  passed  on  it  comprehensively  as  a  com- 
plete issue.  It  is  impossible  to  fix  the  going  value  of  a  utility  without  taking 
account  of  its  complete  history.  If  the  utility  has  already  had  a  fair  return  on  the 
average  (that  is,  saj'  if  it  had  at  first  had  less  and  later  more  than  a  fair  return) 
there  is  no  further  need  of  considering  going  value,  smce  there  is  none  to  be  taken 
into  account.  Therefore,  in  each  case  it  is  necessary  to  go  over  the  records  min- 
utely. Commissions  are  not  organized  for  driving  utilities  out  of  business,  nor  can 
they,  on  the  other  hand,  permit  them  to  loot  the  public.  The  rates  established 
must  be  fair  to  both  utility  and  public. 

315.1— Going  Value. 

Valuation  for  Rate-Making  Purposes,  by  Halford  Erickson. 
Abstract  of  an  Address  before  the  Indiana  Electric  Lig;ht  Association, 
September  23-24,  1914.  Electrical  Review,  ^  page,  October  3,  1914,  p. 
672;  Electrical  World,  j  page,  October  3,  1914,  p.  651. 

Mr.  Erickson  limited  his  discussion  to  "going  value"  which  he  defined  as  the  sacri- 
fice borne  by  an  enterpriser  in  constructing  or  building  up  a  successful  business. 
Among  the  sacrificial  charges  which  must  be  borne  are  discount  on  bonds 
acquired  in  getting  capital  for  plants.  These  charges  are  in  the  nature  of  inter- 
est charges  and  must  be  considered  in  ajipraisal.  A  few  per  cent  must  often  be 
allowed  for  organization,  legal  expenses  and  the  like  in  appraising  utilities,  but 
where  lawsuits  have  been  numerous  and  of  long  duration  this  account  may  grow 
beyond  a  few  per  cent  and  should  be  taken  into  consideration  by  every  fair  ap- 
praiser. Going  value  should  not  be  allowed  when  found  but  should  be  accurate!}' 
determined  in  each  case,  the  amount  of  going  value  to  be  allowed  being  based 
upon  the  development  charges  borne  during  the  unrenumerative  period.  The 
going  value  should  be  charged  to  the  capital  account  as  it  is  in  the  nature  of  an 
investment.  How  much  going  value  should  be  allowed  is  a  question  of  judgment 
to  be  fixed  after  a  thorough  investigation  by  an  honest  and  competent  regulating 
body. 

PUBLIC  SERVICE  REGULATION 

261— Public  Service  Bills. 

Utilities  Commission  for  Utah.  Public  Service,  |  page,  October 
1914,  p.  122. 

The  action  taken  in  Utah  in  favor  of  commission  regulation  is  discussed.  Planks 
favoring  the  creation  of  a  public  utilities  commission  were  included  in  the  plat- 
forms of  the  Democratic  and  Progressive  parties  which  recently  held  their  state 
conventions  in  Salt  Lake  City.  The  two  parties  have  fused  in  Utah,  naming  a 
ticket  including  half  Democrats  and  half  members  of  the  Progressive  party. 
Both  conventions  unanimously  adopted  the  public  utilities  plank  and  the  two 
parties  promise  that  if  the  combined  ticket  is  elected  in  Utah  next  fall  a  public 
utilities  commission  will  be  created.  The  question  of  the  creation  of  a  public 
utilities  commission  has  been  considered  by  the  Utah  Legislature  several  times,  but 
bills  providing  for  a  commission  have  always  been  killed. 

268 — Public  Service  Laws. 

Maine  Utilities  Act  Wins.  Boston  Evening  Neios,  September  28, 
1914. 

The  public  utilities  act,  passed  bj^  the  last  Legislature,  and  suspended  under  the 
referendum  act,  so  that  the  voters  might  pass  upon  it,  was  adopted  by  a  vote  of 
nearly  two  to  one  at  the  State  election,  according  to  a  tabulation  of  unofficial 
returns  from  two  thirds  of  the  State.     The  tabulation  showed  43,717  in  favor  and 
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25,757  opposed  to  the  new  law  which,  when  it  becomes  effective,  following  Gover- 
nor Haine's  proclamation  of  the  result  of  the  vote,  will  create  a  commission  to 
control  all  the  public  utilities  of  Maine.  References  to  the  Maine  utility  legisla- 
tion were  given  in  3  Rate  Research  28,  125,  271,  304,  and  351. 

132 — Protection  from  Competition. 

Letter  from  the  Empire  State  Gas  and  Electric  Association  to 
THE  New  York  Public  Service  Commission,  Second  District. 
August  31,  1914.     6  pages. 

The  letter  discusses  two  points:  (1)  Should  competition  with  an  existing  gas  and 
electric  company  be  permitted?;  and  (2)  Should  the  fact  that  the  proposed  com- 
petitor is  a  municipality  have  any  bearing  on  the  previous  question?.  A  review 
is  given  of  the  action  of  various  commissions  in  the  matter,  and  extended  quota- 
tion made  from  the  Wisconsin  Commission  decision  in  City  of  Sheboygan  v.  She- 
boygan Railway  and  Electric  Co.  (See  5  Rate  Research  58),  where  the  city  was  de- 
nied a  certificate  of  public  convenience  and  necessity.  In  discussing  the  cjuestion 
as  to  whether  a  mimic ipality  seeking  a  certificate  of  public  convenience  and  ne- 
cessity should  be  treated  differently'  from  a  private  company,  the  letter  says: 
"The  legislature  has  to  a  certain  extent  answered  this  question  by  placing  munici- 
palities on  a  par  with  private  corporations  in  cases  of  this  character 

Assuming  for  the  moment  that  a  municipal  plant  is  built  and  operated  with  the 
same  efficiency  as  the  existing  private  plant  and  that  it  keeps  its  accoimts  cor- 
rectly and  sells  its  service  at  actual  cost.  Evidently  this  is  not  competition  fair  or 
unfair,  it  is  not  even  'war'  as  ex-pressed  by  the  Vermont  Commission.  It  is  prac- 
tically armihilation  of  the  existing  property.  The  efforts  and  the  money  expended 
in  the  past  are  totality  wasted,  \yhile  steps  are  being  taken  in  all  parts  of  the 
coimtry  to  conserve  our  natural  resources,  oftentime  at  great  expense,  it  appears 
illogical  and  prejudicial  to  the  public  welfare  to  compel  or  even  permit  the  waste 
of  art ificialre  sources  already  created."  It  should  be  recognized  that  while  con- 
solidation and  later  increase  in  rates  may  not  result  and  that  while  the  users  of 
the  service  might  possibly  benefit  through  lower  rates,  there  would  nevertheless 
be  duplication  and  consequent  economic  waste  which  in  the  long  run  is  bound  to 
be  injurious  to  the  public  as  a  whole. 

261— Public  Service  Bills. 

North  Carolina  Wants  Commission.  Public  Service,  |  page,  October 
1914,  p.  122. 

The  fact  that  at  the  next  session  of  the  North  Carolina  Legislature  an  effort  will 
be  made  to  create  another  commission  to  look  after  the  corporation  affairs  of  the 
state  and  the  regulation  of  public  utilities,  is  noted.  The  present  state  corpora- 
tion commission,  composed  of  three  members,  has,  it  is  thought,  more  work  to  do 
than  it  ought  to  have,  and  the  intention  of  the  second  commission  promoters  is 
to  make  it  the  duty  of  either  the  new  or  old  commission  to  look  exclusively  after 
railway  matters.  At  present  the  corporation  commissioners  constitute  the  tax 
rate  commission  also.     It  is  the  purpose  to  relieve  them  of  this  work  also. 

242.4— Experts. 

Superficial  Estimates  of  Power  Cost.  Editorial,  Electrical  Review, 
October  3,  1914,  p.  649. 

An  incident  in  a  commission  case,  where  a  reputable  engineer  testifying  for  a  city 
made  a  superficial  estimate  in  regard  to  power  cost  which  was  later  discredited 
by  the  commission,  is  discussed.  The  tendency  of  reputable  engineers  sometimes 
thus  to  present  "expert"  opinions  on  questions  a  little  out  of  their  line  needing 
thorough  investigation,  is  decried.  It  is  pointed  out  that  off-hand  and  haphazard 
estimates  of  the  wisdom  of  power  contracts  are  rather  uncertain  proceedings  in 
which  to  engage  in  these  days  of  thorough  study  of  such  contracts  by  those  who  are 
called  upon  to  execute  them. 
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MUNICIPALITIES 

830 — Public  Ownership. 

BossE.     Editorial,  Public  Service,  October,  1914. 

INIavor  Bosse,  of  Evansville,  Indiana,  is  quoted  as  follows,  with  regard  to  muni- 
cipal ownership:  "When  a  man  works  for  the  city  he  thinks  he  has  a  right  to 
loaf  on  the  job.  He  doesn't  give  the  service  he  would  to  a  private  corporation. 
If  the  government  owns  everything  the  ambition  of  the  young  man  is  taken  away. 
The  young  man  dreams  of  building  u])  a  business,  but  under  government  owner- 
ship he  doesn't  have  the  chance.  The  idea  nowadays  is  not  to  have  competition 
in  public  utilities,  but  to  compel  the  corporation  to  give  good  service  at  reason- 
able rates,  with  a  guarantee  of  reasonable  profit  on  the  investment.  It  would  not 
pay  Evansville  to  levy  a  tax  to  buy  a  municipal  plant.  The  people  are  not  earn- 
ing more  than  2h  per  cent  on  their  investment  in  the  w^ater  works.  It  would  not 
pay  Evansville  to  go  any  further  into  debt,  if  that  is  made  possible.  You  could  not 
sell  bonds  which  would  be  a  mortgage  on  the  plant  alone." 

830— Public  Ownership. 

Dayton  Business  Men  Oppose  Proposed  City  Plant.     Article  and 

Editorial,  Public  Service,  October,  1914,  p.  118. 

The  recent  attempt  of  the  Socialist  party  in  Dayton,  Ohio,  to  have  the  question 
of  municipal  ownership  of  the  electric  plant,  submitted  to  the  voters  at  the  regu- 
lar November  election,  is  discussed.  The  commission,  after  investigation  of  the 
matter  rejected  the  ordinance  and  refused  to  put  it  to  a  referendum  vote.  The 
Greater  Dayton  Association  also  went  on  record  against  it. 

The  editorial  states  that  Dayton  probably  is  the  last  city  of  the  w^hole  United 
States  where  an  agitation  for  public  ownership  of  utilities  would  have  been  ex- 
pected at  this  time  because  of  the  immense  amount  of  construction  work  which 
must  be  done,  the  greatness  of  the  municipal  debt,  the  satisfactory  service  and 
rates  of  the  present  company,  and  the  friendly  relations  between  the  public  and 
company. 

830— Public  Ownership. 

Inefficient.     Editorial,  Public  Service,  October,  1914. 

This  states  that  statistical  experts  who  have  been  going  over  the  last  govern- 
mental report  on  the  electric  light  and  power  industry  have  discovered  the  fact 
that  the  average  selling  price  of  the  privately  owned  companies  is  but  2.54  cents 
per  kilowatt  hour,  whereas  the  operating  expense  of  the  municipally  owned  plants 
amount  to  3.1-i  cents  per  kilowatt  hour.  It  would  appear  from  these  deductions 
that  the  privately  owned  plants  of  the  country  sell  their  product  for  less  than  it 
costs  the  municipal  plants  to  make  the  same  product.  The  average  selling  price 
of  the  municipal  plants  was  4.31  cents  per  kilowatt  hour,  or  70  per  cent  greater 
than  the  average  selling  price  of  the  corporations.  While  the  latter  have  the  ad- 
vantage of  owning  most  of  the  larger  plants,  and  do  95  per  cent  of  the  electrical 
business  of  the  country,  it  would  seem  that  public  ownership,  if  worth  anything, 
should  be  able  to  establish  a  higher  comparative  efficiency  record  than  that 
indicated. 

GENERAL 

980— Pubhc  Relations, 

Courting  the  Favor  of  the  Public,  by  Preston  S.  Arkwright. 
Abstract  of  an  address  before  the  Rotary  Club  of  Atlanta,  Georgia. 
Public  Service,  2|  pages,  October,  1914,  p.  111. 

The  reasons  for  the  street  railways  being  easily  the  butt  of  public  criticism  are 
outlined.     Family  skeletons  of  the  ordinary  business  houses  are  kept  locked  up  in 
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the  closet.  The  state  possesses  and  exercises  visitorial  powers  over  the  street 
railroad  company.  Its  records  of  accounts  are  open  with  and  subjected  to  ex- 
amination by  governmental  agencies,  and  are  open  to  public  inspection.  It  can 
have  no  secrets.  Its  business  is  transacted  on  a  public  map  laid  down  in  the 
city's  streets  before  the  eyes  of  the  population.  Its  every  fault  is  imcovered,  its 
every  mistake  known,  its  every  shortcoming  witnessed.  The  bones  of  its  skele- 
tons bleach  on  the  highways.  There  is  little  wonder  that  the  street  railroad  does 
not  continuously  stand  in  the  good  graces  of  the  public.  It  is  well  understood 
by  self-seeking  politicians  that  abusing  the  street  railroad  is  apt  to  strike  a  re- 
sponsive chord.  The  street  railroad  is,  therefore,  an  ever-present,  ready-to-hand, 
easily,  and  usually  successfully  employed,  platform  for  the  advancement  of  per- 
sonal political  ambitions.  No  matter  that  the  service  may  be  good;  the  very  na- 
ture of  the  business  produces  causes  for  incurring  public  displeasure.  It  is,  per- 
haps, well  that  the  public  is  fickle.  It  makes  of  the  street  railroad  a  persistent 
suitor,  attentively  wooing  the  public  favor  with  offerings  of  good  service,  low 
rates,  governmental  support,  city  development  and  considerate  treatment. 

733.1~Dewey  Decimal  System. 

A  Suggested  Extension  of  the  Dewey  Decimal  System  of  Classi- 
fication TO  Gas  Engineering,  by  D.  S.  Knauss.  Abstract  of  a  Paper 
to  be  Read  before  the  American  Gas  Institute,  October  21-23,  Gas 
Institute  News,  4  pages,  October,  1914,  p.  422. 

A  brief  review  of  the  various  extensions  of  the  Dewey  Decimal  System  along  engi- 
neering lines,  and  general  instructions  as  to  the  use  of  the  extension  here  suggested, 
are  given. 

COURT  DECISION  REFERENCES. 

381— City  Taxation. 

Salt  Lake  City  v.  Utah  Light  &  Ry.  Co.  Decision  of  the  Supreme 
Court  of  Utah.     August  10,  1914.     124  Pacific  1067. 

Salt  Lake  City  passed  an  ordinance  providing  that  electric  companies  selling 
electricity  on  a  meter  basis  should  pay  a  tax  of  $1.00  per  meter.  The  court  holds 
the  ordinance  to  be  invalid,  because,  since  only  one  of  the  several  companies  sell- 
ing electric  energy  in  the  city  uses  meters,  the  tax  is  not  uniform. 

138 — Contracts. 

Mayor  and  Counsel  of  Town  of  Boonton  v.  United  Water  Sup- 
ply Co.  Decision  of  Court  of  Chancery  of  New  Jersey.  July  25, 
1914.     91  Atlantic  814. 

Where  a  contract  by  a  water,  company  to  supply  water  to  the  inhabitants  of  a  town 
provides  that  the  town  might  purchase  the  works  and  "at  any  and  all  times"  might 
inspect  the  books  and  vouchers  of  the  company,  the  town  was  entitled  to  exercise 
this  right  of  inspection,  though  it  did  not  exercise  its  option  to  purchase,  nor  was 
it  a  valid  objection  that  the  inspection  privilege  was  not  mutual. 

"No  hardship  is  suffered  by  the  water  company  by  an  order  for  inspection  as 
such  order  can  be  so  framed  as  to  prevent  the  inquisitive  but  disinterested 
person  or  any  competitor,  if  there  be  one,  from  coming  to  knowledge  of  the 
company's  affairs." 


m 


M 


^ 


r:^ 


1^ 


i 


Vol.  6 


October  15,  1914 


rSo.  3 


RATE 
RESEARCH 


■    H 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


^ 


:5ii«; 


:!1L 


5^5 


m 


i^ 


^ 


Entered  as  second-class  matter  July  11,  1913,  at  the  post-office  at  Chicago,  Illinois,  under  the  Act  of  March  3,  1879 


NATIONAI.   ELECTRIC    LIGHT   ASSOCIATION 

IIOLTON  H.  SCOTT President 

E.  \V.  LLOYD Vice-President 

H.A.  WAGXER Vice-President 

L.  p.  GIBBS Vice-President 

J.  S.  BLEECKER Vice-President 

T.  COM  MKR  FORD   MARTIN       .       .       .  SECRETARY 

S.  A.  SE^VALL     .      .      .        Ass't  TO  THE  Secretary 

W.  F.  WELLS TREASURER 

H.BILLINGS  .  Ass't  Secretary  AND  Treasurer 
EVERETT  ^V.  BURDETT  .  .  GENERAL  COUNSEL 
GEO.  W.  ELLIOTT     .     Master  or  Transportation 

EXECUTIVE    COMMITTEE 

holton  h.  scott 

H.  C.  ABELL  a.  C.  EINSTEIN  J.  B.  McCALL  W^.  N.  RYERSON 

J.  S.  BLEECKER  S.  D.  GIBBS  "\V.  NEUMILLER  PAUL   SPENCER 

H.  G.  BBADLEE  C.  E.  GROESBECK    R.  S.  ORR  H.A.WAGNER 

W.  C.  L.  EGLIN  E."VV.  LLOYD 

RATE    RESEARCH    COMMITTEE 

E.  \V^.  LLOYD.   CHAIRMAN 

L.  H.  CONKLIN  Vf^.  H.  JOHNSON  R.  A.  PHILIP 

A.  A.  DION  J.  W.  LIEB.  Jr.  F.  ^^r.  SMITH 

R.  S.  HALE  AV.  J.  NORTON  \V^.  H.  WINSLOW 

MIKE  S.  HART,  SECRETARY 

120  -WEST  ADAMS    STREET         -  -         CHICAGO.    ILL. 

Rate  Research 

William  J.  Norton,  Editor.  Grace  Eaton  Hauk,  Associate  Editor. 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

120  WEST   ADAMS   STREET         -         CHICAGO 

TERMS    OF   SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 

Additional  Copies,  $8.00  a  Year. 

Single  Copy,  $10.00  a  Year;    Payable  in  Advance. 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Address  all  Communications  to  120  West  Adams  Street,  Chicago,  111. 

COPTRIGHT,    1914,    BY   NATIONAL  ELECTRIC   LIGHT  ASSOCIATION 


CONTENTS 

COMMISSION  DECISIONS 

Wisconsin                                           

Page 

35 

35,  41 

California 

39 

Indiana 

40 

REFERENCES  

Rates                                                                          

43 

43 

Investment  and  Return                              

43 

Public  Service  Regulation. ...          

44 

Municipalities 

45 

General 

47 

(31) 


Rate  Research 

Vol.  6 Chicago,  October  15,  1914 No.  3 

For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

Rehearing  of  the  Case  Invohdng  the  Rates  of  the  Ashland  Water 
CoMiANY.  Decision  of  the  Wisconsin  Railroad  Commission,  Amend- 
ing the  Former  Order.     July  10,  1914. 

The  city  of  Ashland  petitioned  for  a  rehearing  on  the  former  order 
severely  criticising  the  findings  of  the  Commission  in  regard  to  the 
valuation  allowed  as  a  basis  of  rate  making  and  the  rate  of  return. 
It  appears  that  the  conditions  in  Ashland  are  abnormal.  The  city  has 
suffered  a  loss  in  population  and  a  general  depression  in  business. 
The  water  works  property  clearly  represents  an  abnormally  large 
investment  and  value  for  a  city  of  the  size  and  conditions  of  Ashland. 
These  facts  were  considered  by  the  Commission  and  such  allowances 
made  as  was  deemed  reasonable.  The  city,  in  its  petition  for  rehearing, 
alleges  that  the  water  company  should  share  with  all  other  citizens  the 
effect  of  the  abnormal  conditions;  points  out  the  losses  and  the  low 
returns  in  other  business  enterprises  in  Ashland ;  contends  that  business 
hazards  of  Wisconsin  Utilities  are  low  and  that  therefore,  the  rate  of 
return  should  be  correspondingly  reduced;  and  calls  attention  to  the 
fact  that  government  bonds  yield  but  2  or  3  per  cent  interest. 

340 — Rate  of  Return. 

In  considering  the  city's  contentions,  the  Commission  says : 

"Under  ordinary  circumstances  certainly  nothing  less  than  six  per 
cent,  could  be  maintained  to  be  a  fair  rate  of  return  to  utilities 
even  in  Wisconsin  when  it  is  usually  impracticable  for  them  to 
borrow  the  full  face  value  of  their  securities  at  that  rate.  The  city 
of  Ashland  itself,  has,  according  to  certain  information,  been  paying 
5  per  cent,  interest  on  most  of  its  own  bonds.  City  bonds,  legally 
issued  are  quite  generally  regarded  as  safer  investments  than  those 
of  a  public  service  company.  It  is  considered  highly  improbable 
that  the  city  of  Ashland  could  have  built  the  existing  water  plant 
without  borrowing  the  money  and  paying  a  substantially  greater 
rate  of  interest  thereon  than  it  now  argues  would  be  a  fair  rate  for  the 
company  to  earn.     Public  utilities,  including  both  municipally  and 

Editorial  Note.— All  indented  matter  is  direct  quotation. 
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privately  operated,  are  usually  built  largely  on  borrowed  capital 
represented  by  bonds.  The  same  is  true  in  this  case  and  the  bonds 
of  the  company  bear  6  per  cent  interest.  They  were  also  necessarily 
sold  at  a  discount.  Had  the  city,  instead  of  the  company,  built 
the  plant,  its  ability  to  offer  greater  security  might  have  enabled  the 
city  to  obtain  the  required  capital  at  a  somewhat  lower  rate  than 
private  interests  are  required  to  pay.  This  ability  to  offer  greater 
security  lies  in  the  city's  power  to  tax  all  privately  owned  property 
within  its  borders.  In  issuing  municipal  water  works  bonds  a  city 
not  only  establishes  for  such  bonds  a  first  lien  upon  all  privately 
owned  property  in  that  city,  including  pubUc  utihties,  but  it  pledges 
its  taxing  power  in  so  doing. 

"Without  establishing  this  first  lien  on  all  other  property  and 
without  pledging  its  taxing  power,  and  with  only  the  plant  itself 
pledged  as  security,  it  is  very  doubtful  that  the  city  could  obtain 
money  on  terms  even  as  favorable  as  those  given  to  the  private 
company.  The  city  can  hardly,  with  sound  reason,  claim  that  the 
water  company  in  this  case  will  be  receiving  equitable  treatment 
if  it  be  allowed  a  smaller  rate  of  interest  than  the  city  has  had  to 
pay  on  its  own  bonds,  particularly  when  it  is  remembered  that  the 
company's  bonds  bear  interest  at  6  per  cent  and  that  even  at  this 
rate  they  had  to  be  sold  at  a  discount,  this  being  in  some  cases  as 
much  as  10  per  cent. 

"In  determining  the  force  of  the  arguments  as  to  the  low  rates 
of  interest  obtained  by  investors  in  private  business  enterprises 
in  Ashland,  the  matter  must  be  viewed  from  the  other  side.  The 
question  would  then  be — should  there  still  be  a  close  relation  between 
the  rate  of  return  to  the  water  company  and  that  to  other  private 
investors  if  the  latter  were  obtaining  several  times  the  rate  now 
received,  say  12  to  15  per  cent  or  more.  It  is  very  doubtful  that  any 
such  rule  would  be  admitted  to  work  both  ways.  It  has  not  been 
shown,  or  apparently  even  claimed  that  there  are  no  private  in- 
vestors in  Ashland  who  are  making  as  much  as  6  per  cent  or  more  on 
their  investments." 

840 — Public  Operation. 

"The  Ashland  water  works  is  in  fact  so  large  and  so  well  constructed 
that  it  is  very  doubtful  whether  the  city,  if  it  had  owned  the  plant 
would  have  invested  so  liberally  therein  and  would  have  developed 
the  plant  on  so  extensive  a  scale  as  the  present  owners.  Attention 
is  called  to  these  facts  not  for  the  purpose  of  conveying  the  impression 
that  the  Ashland  plant  has  excessive  capacity  or  that  it  is  more 
costly  than  necessary,  but  simply  because  they  vitally  affect  the  cost 
of  the  service  which  this  plant  renders.  The  city  of  Ashland  is 
fortunate  rather  than  otherwise  in  having  its  water  works  owned  by 
parties  whose  financial  position  was  such  that  they  could  be  required 
to  provide  such  a  plant  as  the  one  it  now  has  even  though  it  did  not 
earn  the  ordinary  returns  upon  the  investment. 
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"If  the  city  owned  the  water  works  it  is  possible  that,  by  pledging 
all  of  its  taxable  property  as  well  as  its  powers  of  taxation,  the  city 
could  have  obtained  the  capital  required  for  the  construction  of  the 
water  works  at  a  somewhat  lower  rate  of  interest  than  the  rate  at 
which  the  capital  for  the  present  plant  was  obtained.  It  is  also 
possible  that  the  city  in  operating  its  own  plant  could  keep  down 
the  executive  salaries  to  a  slightly  lower  figure  than  the  salaries 
now  paid  by  the  existing  company.  When  it  comes  to  the  remaining 
expenses  that  enter  into  the  cost  of  the  service,  however,  the  situation 
in  this  respect  is  likely  to  be  reversed.  While  municipal  operation 
is  more  successful  in  the  case  of  water  works  than  in  the  case  of  other 
public  utilities  it  is  more  than  likely  that  the  increase  in  the  other 
operating  expenses  under  such  operation  would  fully  offset  the 
decrease  in  the  fixed  charges.  These  statements  are  especially 
true  in  cases  where  as  much  is  demanded  in  way  of  facilities  and 
service  of  municipally  owned  as  of  privately  owned  plants.  The 
tendency  to  demand  more  in  the  way  of  service  in  the  latter  case, 
however,  is  in  most  places  quite  marked,  and  this  of  course  has  a 
material  effect  upon  the  expenses.  If  the  city,  in  obtaining  capital 
for  the  plant  had  pledged  the  property  of  the  plant  only,  it  is  quite 
certain  that  it  could  not  have  obtained  this  capital  at  a  lower  cost 
than  that  for  which  the  present  owners  obtained  their  capital." 


340— Rate  of  Return. 

The  question  of  a  proper  return  is  discussed  in  conclusion  as  follows : 

"It  is  a  fact  that  as  has  been  stated  by  the  city's  expert  the  opera- 
tion of  the  public  utility  law  in  this  state  has  had  a  marked  tendency 
to  reduce  the  risks  involved  in  the  business  and  hence  to  lower  the 
cost  at  which  capital  can  be  had  in  the  public  utility  field.  It  is 
also  a  fact  that  the  public  is  given  the  benefit  of  those  reductions 
for  the  allowance  for  interest  and  profits  which  the  Commission 
includes  in  the  cost  of  the  service  upon  which  the  rates  are  based  are 
for  these  reasons  gradually  growing  smaller.  We  regret  to  say, 
however,  that  this  downward  tendency  in  the  cost  of  obtaining 
capital  for  public  utilities  in  this  state  is  not  always  great  enough  to 
offset  such  abnormally  low  relative  earnings  as  are  sometimes  en- 
countered or  to  have  caused  the  capital  and  the  enterprise  in  this 
field  to  become  so  abundant  that  these  factors  can  now  be  generally 
had  at  as  low  a  cost  as  six  per  cent  on  the  investment. 

"The  rates  of  return  for  interest  and  profits  depend  upon  the  risks 
involved,  the  state  of  the  money  market,  the  nature  of  the  business 
and  upon  many  other  factors  of  this  nature.  Some  idea  of  what 
capital  and  the  enterpriser  can  now  be  had  for  by  public  utilities 
may  be  gleaned  from  the  prices  at  which  their  securities  are  selling. 
During  the  past  few  years,  for  instance,  good  bond  issues  have  been 
selling  on  bases  upon  which  the  cost  to  the  company,  when  discounts 
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and  selling  expenses  are  taken  into  account,  averages  a  little  more 
than  six  per  cent.  The  bonds  in  these  cases,  however,  did  not  cover 
more  than  50  per  cent  of  the  value  of  the  property  behind  them. 
They  w  re  also  secured  by  a  regular  net  earning  of  the  plants  that 
amounted  to  about  twice  as  much  as  the  interest  charges  on  the  bonds. 
Had  in  these  cases  the  bonds  covered  a  greater  proportion  of  the 
value  of  the  plant  than  they  did,  and  had  the  net  earnings  of  the 
plant  been  less  or  more  irregular  than  they  were,  then  it  is  also  certain 
that  the  bonds  would  have  sold  on  leases  under  which  the  cost  to 
the  companies  would  have  been  still  greater.  Now  if  the  better 
secured  part  of  the  capital,  that  which  is  represented  by  the  bonds, 
cannot  be  had  at  a  less  cost  that  six  per  cent  it  is  quite  obvious  that 
that  part  of  the  capital  which  is  represented  by  the  stock  and  which 
is  much  less  well  secured,  commands  in  the  long  run  much  higher 
rates  then  six  per  cent.  In  fact  the  situation  in  this  respect  is  such 
that  the  plants  whose  net  earnings  amount  to  less  than  about  7.5 
per  cent  on  the  investment  find  it  cUfficult  to  obtain  the  capital  needed 
on  reasonable  terms. 

'  The  cost  of  capital  and  of  the  enterpriser  are  fixed  by  economic 
forces  or  laws  in  the  open  market.  These  laws  cannot  be  controlled 
either  by  the  state,  the  city  or  this  Commission.  Public  Utilities, 
like  everybody  else,  must  pay  the  market  prices  for  what  they  need. 
Exceptions  to  this  are  only  temporary  in  their  nature.  This  Com- 
mission has  been  made  aware  of  this  in  more  ways  than  one.  For 
instance,  where  the  existing  rates,  for  services  yield  less  than  the 
market  rate  for  interest  and  profits,  the  utilities  often  find  it  impos- 
sible to  obtain  capital  for  new  and  much  needed  extensions  to  the 
plant  until  the  Commission  has  authorized  such  increases  in  the 
charges  for  their  services  that  the  returns  are  brought  up  to  the 
level  of  the  general  market.  In  other  cases  again  where  the  Commis- 
sion has  happened  to  make  so  great  reductions  in  the  charges  for 
service  that  the  returns  upon  the  investment  were  brought  down 
below  the  market  or  reasonable  level,  the  Commission  has  had  to 
retrace  its  steps  and  to  raise  the  rates  up  to  the  requisite  level  before 
the  utilities  could  obtain  the  necessary  capital  for  such  additions  to 
the  plant  and  to  the  service  as  were  demanded  and  needed  by  the 
public. 

"These  and  other  facts  of  the  kind  illustrate  quite  fully  the  fact 
that  each  of  the  factors  of  production,  the  same  as  commodities  and 
services  generally,  have  their  market  prices,  and  that  these  factors 
the  same  as  commodities  and  services  generally,  cannot  be  had  in 
the  long  run  unless  these  prices  are  paid.     .     .     . 

"Were  the  conditions  involved  in  this  case  normal,  the  Commission 
would  not  now  hesitate  to  allow  as  much  in  the  way  of  earnings  of 
the  plant  as  would  be  sufficient  to  cover  the  full  cost  of  the  necessary 
capital  and  managing  ability  as  fixed  in  the  open  market  under 
similar  conditions.     Such  allowances  in  the  long  run  are  undoubtedly 
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the  best  for  all  concerned  for  under  them  the  supply  of  the  factors 
of  production  becomes  abundant  instead  of  restricted  and  general 
development  and  prosperity  is  promoted  rather  than  retarded.  In 
fact,  no  city  in  the  long  run  can  ever  hope  to  obtain  service  or  the 
factors  involved  in  it  for  less  than  their  fair  market  price.  But  the 
conditions  at  Ashland  and  which  surround  the  Ashland  Water 
Company  are,  as  stated,  abnormal.  They  appear  in  fact  to  be  such 
that  both  the  water  company  and  its  customers  for  the  present  at 
least  will  have  to  forego  something  to  which  under  more  normal 
conditions  they  would  have  been  entitled.  For  these  reasons  mainly 
we  deem  it  just  and  equitable  to  all  concerned  to  temporarily  alter 
the  schedule  of  rates  established  by  our  order  of  February  17th, 
1914  by  reducing  the  charge  to  the  city  for  hydrant  rentals  from 
$24,300  as  named  therein  to  $21,000  per  annum,  and  by  temporarily 
reducing  the  so-called  flat  rate  part  of  this  schedule  for  residence  and 
commercial  users  by  a  somewhat  smaller  amount,  or  to  the  rates 
named  in  the  order  herein." 


CALIFORNIA 

300 — Investment  and  Return. 

Salinas  City  v.  Coast  Valleys  Gas  and  Electric  Company, 
Alleging  that  the  Company's  Rates  are  Excessive.  Decison  of  the 
California  Railroad  Commission,  Prescribing  a  New  Schedule  of 
Electric  Rates.     August  28,  1914. 

"Defendant  claims  to  have  paid  $400,000.00  for  the  stock  of  its 
predecessor  companies.  As  $500,000.00  face  value  of  bonds  and  a 
floating  debt  of  $207,000.00  were  outstanding  on  March  18,  1912  it 
follows  that  if  $400,000.00  was  actually  paid  for  the  stock  of  the 
predecessor  companies,  defendant  paid  $1,107,000.00  for  the  property 
which,  according  to  Mr.  Jackson's  analysis  [Mr.  Jackson  is  the 
defendant's  general  manager |,  had  cost  at  that  time  not  to  exceed 
$806,955.00  (with  certain  additions  for  interest  during  construction, 
and  deductions  for  abandoned  and  replaced  property  during  more 
than  thirty  years).  This  price  would  be  $300,000.00  in  excess  of 
the  cost  of  the  property.  It  must  also  be  remembered  that  this 
price  includes  bond  discount." 

311.2 — Reproduction  Cost  New. 

"Defendant  acquired  its  property  only  a  day  or  two  before  the 
effective  date  of  the  Public  Utilities  Act  and  with  a  full  realization 
that  its  rates  would  be  subject  to  public  regulation,  and  defendant 
must  be  presumed  to  have  known  that  it  was  entitled  to  a  return  on 
only  a  fair  value  of  the  property.  In  orde^to  be  absolutely  fair 
to  defendant  the  Commission  will  in  this  case  allow  the  full  estimated 
reproduction  cost  of  the  physical  properties,  although  certain  portions 
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thereof  are  already  partly  obsolete  and  will  further  allow  an  item  for 
intangibles,  although  not  proved.  In  this  manner,  out  of  liberality 
to  the  defendant  the  Commission  will  make  up  a  material  portion 
of  the  difference  between  the  amount  alleged  to  have  been  paid  for 
the  property  and  the  real  value  thereof." 

INDIANA 

300 — ^Investment  and  Return. 

City  of  Richmond  v.  Richmond  City  Water  Works,  Alleging  that  the 
Company's  Rates  are  Excessive.  Decision  of  the  Indiana  Public 
Service  Commission,  Fixing  Rates,  June  20,  1914. 

310— Valuation. 

The  decision  contains  an  extensive  review  of  the  holdings  of  Com- 
missions and  courts  as  to  the  proper  basis  of  valuation  and  the  treat- 
ment of  different  items  in  making  valuation  for  rate  making  purposes. 

315.1— Going  Value. 

After  discussing  previous  holdings  on  going  value  and  meanings  applied 
to  this  term  by  the  New  York  Court  of  Appeals  in  their  recent  decision 
[5  Rate  Research  19]  and  by  various  Commissions,  the  decision  says: 

"In  so  far  as  "going  value"  represents  unrequited  losses  of  the 
lean  years  of  this  plant,  the  splendid  profits  made  honestly  throughout 
its  career  have  certainly  most  fully  and  completely  eliminated  it. 

"In  so  far  as  the  term  "going  value"  represents  the  difference 
between  the  completed  plant  without  use  of  its  service  and  the  same 
property  with  a  full  demand  for  its  service  it  is  very  difficult  to  define. 
However,  the  fact,  that  it  is  difficult  to  define  does  not  release  us 
from  its  consideration. 

"In  this  particular  case  all  the  labor  and  money  expended  in  securing 
business  has  been  paid  for  by  the  public.  Whatever  money  was 
expended  for  labor,  or  for  anything  else,  in  building  up  the  business 
of  the  water  works  was  paid  for  out  of  money  earned  by  the  plant, 
and  it  was  charged  as  operating  expenses.  The  water  works  exacted 
a  rate  that  yielded  satisfactory  returns  on  the  investment,  accum- 
ulated a  very  handsome  profit,  and  yet  left  a  sum  sufficient  to  pay 
all  operating  expenses,  including  the  money  expended  in  developing 
and  securing  the  business.  As  the  public  has  once  paid  this  entire 
expense  we  see  no  reason  why  it  should  be  now  added  to  capital 
account  in  the  form  of  going  value." 

340 — Rate  of  Return. 

"The  rate  of  return  on  the  value  of  the  property  that  is  used  and  useful 
for  the  convenience  of  the  public  can  not  be  determined  by  any 
formula  or  fixed  rule.  Each  case  must  be  governed  by  its  peculiar 
facts,  otherwise  justice  might  not  be  done  between  the  people  and 
the  utility. 
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"In  a  former  part  of  this  opinion  the  source  of  the  funds  invested  in 
this  property  are  clearly  set  forth.  It  will  be  observed  by  an  exam- 
ination of  these  facts,  that  about  S300,000.00  put  into  this  property 
by  the  Water  Works  was  derived  from  the  revenues  earned  by  the 
Company  in  excess  of  a  reasonable  return  on  the  investment,  fixed 
charges,  and  operating  expenses.  It  will  be  further  noted  that  there 
has  been  invested  in  this  plant  something  more  of  the  depreciation 
fund  than  has  been  accounted  for  on  the  books  of  this  Company. 
It  is  admitted  by  the  Water  Works  that  about  $35,000.00  of  the  cost 
of  the  ser\ice  pipes  was  paid  for  by  the  consumers.  The  entire 
present  value  of  these  service  pipes  is  estimated  in  the  property  the 
value  of  which  is  fixed  at  $750,000.00. 

"A  rate  of  return  on  the  value  of  the  property  must  be  fair  both  to 

the  user  and  to  the  investor If  the  total  actual  cost  of 

this  plant  had  been  taken  from  the  pockets  of  the  investors,  and 
invested  in  this  property,  it  would  be  entitled  to  a  higher  rate  of 
interest,  or  a  higher  return  than  it  is  entitled  under  the  present 
condition. 

"Viewing  this  property,  the  source  from  which  the  investments 
therein  were  derived,  keeping  in  mind  the  interest  of  the  public  and 
keeping  in  mind  the  interest  of  the  investors,  who  are  the  owners  of 
this  property,  we  are  satisfied  that  a  net  return  of  6%  on  the  value 
of  this  property  as  hereinbefore  found  is  sufficiently  large." 

WISCONSIN 

132 — Protection  from  Competition. 

Investigation  of  the  Extension  of  the  Line  of  the  Grange  Hall  Farmers 
Telephone  Company  in  the  Town  of  Rock  Elm,  Pierce  Countv,  Wis- 
consin. Decision  of  the  Wisconsin  Railroad  Commission,  Requiring 
that  Service  be  Discontinued.     August,  1914. 

The  Grange  Hall  Farmers  Telephone  Company  filed  a  notice  with  the 
Commission  of  a  proposed  extension  of  its  line.  The  company  stated 
that  the  extension  would  not  interfere  with  any  other  company.  When 
the  twenty-day  period  fixed  by  the  statute  had  elapsed,  the  Commission, 
relying  upon  the  fact  that  no  objection  to  the  extension  had  been  filed 
and  also  upon  the  statement  of  the  Grange  Hall  Company,  authorized 
the  building  of  the  lines.  Subsequently  a  complaint  was  received 
from  the  Highland  Telephone  Company.  The  Commission  made  an 
investigation  and  its  findings  are  summarized  as  follows : 

"It  appears,  therefore,  that  the  Grange  Hall  Farmers  Telephone 
Company  failed  to  comply  with  the  law  in  that  it  did  not  give 
written  notice  to  the  Highland  Telephone  Company  in  December  of 
its  intention  to  construct;  that  it  misled  the  Commission  by  stating 
that  the  proposed  extension  would  not  affect  any  other  company, 
whereas,  it  did  as  a  matter  of  fact  parallel  the  line  of  the  Highland 
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Telephone  Company  and  take  away  six  subscribers  from  that 
company;  and  that  upon  being  notified  of  its  failure  to  perfect  its 
legal  right  and  being  instructed  to  file  a  new  notice,  the  company 
filed  the  notice  but  proceeded  to  build  the  line  without  waiting  for  a 
hearing  or  a  determination  of  the  matter  by  the  Commission.     .     ,     . 

"Although  the  construction  of  the  line  in  question  was  unlawful 
because  the  conditions  precedent  were  not  complied  with  as  required 
by  statute,  the  Commission's  investigation  has  included  an  inquiry 
into  the  merits  of  the  case  in  order  to  determine  whether  the  situation 
is  actually  such  as  to  indicate  a  public  need  for  the  new  line.     .     .     ." 

132.2— Fair  Rates  and  Efficient  Service. 

"The  controlling  reason  for  the  construction  of  the  new  line  in  the 
identical  territory  already  occupied  by  the  Highland  Telephone 
Company  appeared  at  the  hearing  to  be  a  matter  of  rates.  .  .  . 
"It  has  been  pointed  out  in  several  decisions  of  this  Commission 
that  ruinous  duplication  of  lines  and  service  is  not  to  be  permitted 
merely  because  the  rates  of  existing  companies  are  thought  to  be 
excessive.  The  law  provides  an  adequate  remedy  for  excessive  rates 
by  the  filing  of  complaints  with  this  Commission.     .     .     ." 

132.8— Unnecessary  Duplication. 

"Thus,  the  line  in  question  was  constructed  in  territory  in  which  its 
construction  could  not  have  been  permitted  if  the  proper  legal  steps 
had  been  taken.  In  such  a  situation,  the  Commission  has  no 
alternative  but  to  order  a  discontinuance  of  the  service  given  by  the 
unlawfully  constructed  line,  Section  1797m-7-4  of  the  Statutes  says, 
'No  public  utility  already  engaged  in  furnishing  telephone  service 
shall  install  or  extend  any  telephone  exchange  for  furnishing  local 
service  to  subscribers  in  any  municipality  when  there  is  in  operation 
a  public  utility  engaged  m  similar  service  without  having  first  served 
notice  in  writing  upon  the  Commission  and  any  other  public  utility 
already  engaged  in  furnishing  local  service  to  subscribers  in  such 
municipality  of  the  installation  or  extension  of  such  exchange  which 
it  proposed  to  make,'  etc.  The  obvious  purpose  of  the  statute  was  to 
prevent  the  creation  of  the  identical  state  of  affairs  that  has  arisen 
in  this  instance,  namely,  a  wasteful  duplication  of  telephone  lines. 
It  is  the  dutv  of  the  Commission  to  give  this  law  effect.  [Section 
1797,-1-2.]""  .     .     . 

243.6— Penalties. 

"The  continued  existence  and  operation  of  the  line  in  question  is  an 
act  for  which  those  concerned  are  liable  to  prosecution.  It  is  a 
further  duty  of  the  Commission  to  report  to  the  Attorney  General 
violations  of  the  statute  so  that  such  prosecution  may  be  begun." 

The  Company  is  given  two  weeks  from  the  date  of  the  decision  in  which 
to  discontinue  service  over  the  line  and  if  the  service  is  not  discontinued 
within  that  time  the  matter  will  be  turned  over  to  the  Attorney  General 
for  prosecution. 
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REFERENCES 
RATES 

614— Heating  and  Cooking. 

Gas  vs.  Electricity  for  Cooking,  by  R.  C.  Powell.  Paper  Read 
before  Twenty-Second  Annual  Convention,  Pacific  Coast  Gas  Asso- 
ciation, Long  Beach,  California,  September  15-18,  1914. 

A  discussion  of  gas  versus  electric  cooking  is  given.  It  is  said  that  under  special 
conditions  such  as  aboard  ship,  and  where  hydro-electric  power  is  applied  prin- 
cipally to  seasonal  industries,  as  for  example,  irrigation  work,  electricity  has  the 
field  as  regards  gas.  In  small  towns  where  gas  cannot  be  sold  for  less  than  $1.7.'5 
per  thousand  cubic  feet,  electricity  is  a  competitor  of  gas,  and  a  very  strong  one. 
In  this,  the  electric  man  is  justified  in  making  a  determined  effort  to  increase  his 
business  by  adding  cooking  devices,  and  he  should  succeed.  In  the  larger  com- 
munities where  gas  is  sold  for  $1.00  or  less,  per  thousand,  electricity  has  not, 
under  present  or  prospective  conditions,  much  chance  to  become  a  competitor  of 
gas  to  any  appreciable  extent,  for  the  manufacture  and  distribution  of  gas  rests  upon 
a  much  firmer  economic  basis.  The  electric  central  station  should  not  waste  any 
effort  in  attempting  to  compete  with  gas  for  cooking,  where  a  reasonable  gas  rate 
prevails,  because  a  community  as  a  whole  cannot  nor  will  not  sustain  an  increase 
in  economic  loss. 


INVESTMENT  AND  RETURN 

319— Land. 

The  Treatment  of  Land  in  Rate  Cases,  by  Edward  W.  Bemis, 
National  Mmncipal  Review,  4  pages,  October,  1914,  p.  741. 

The  holdings  of  courts  and  commissions  in  regard  to  the  proper  method  of  treat- 
ing the  valuation  of  land  in  rate  making  cases  are  reviewed  and  it  is  stated  that 
the  original  cost  of  land  to  a  public  utility  has  not  yet  been  given  satisfactory 
consideration  by  the  courts.  The  general  tendency  has  been  to  value  these  lands 
at  approximately  the  value  of  adjoining  land  at  the  time  of  the  rate  investigation, 
hut  without  much,  if  any,  allowance  for  so-called  plottage  value  or  for  the  peculiar 
value  which  the  land  in  a  given  location  might  have  for  the  special  business  of  a 
l)ower  house  or  gas  works.  The  federal  supreme  court  in  the  recent  Minnesota 
rate  case  has  gone  further  in  rejecting  the  replacement  theory,  as  it  is  usually 
called,  than  hitherto.  Having  taken  a  long  step  away  from  the  replacement 
theory,  it  is  entirely  possible  that  the  court  in  future  decisions  will  approach 
still  nearer  to  the  original  cost  of  land,  as  the  fair  basis  for  an  appraisal  in  a  rate 
case.  If  the  courts  come  to  recognize  that  our  public  utilities  are  granted  ciuasi- 
governmental  rights,  such  as  that  of  condemnation,  occupancy  of  street,  high- 
ways, etc.,  for  a  public  purpose,  and  arc  in  a  way  allowed  to  have  these  rights  as  a 
trustee  for  the  public,  then  the  increase  in  value  of  these  lands  can  no  more  be 
retained  by  the  trustee  or  agent  than  in  the  case  of  an  ordinary  trust.  In  the  latter 
case,  while  entitled  to  a  fair  return  on  all  his  labor  and  abilit}',  the  trustee  is  not 
entitled  to  a  rise  in  the  value  of  the  assets  which  he  controls  for  another.  It 
might  be  imwise  and  unjust  to  apply  the  idea  fully  at  the  present  time.  If,  how- 
ever, the  matter  come  about  gradually,  so  that  the  investing  iiublic  can  in  a  few 
years  adjust  it.self  to  the  transition,  there  is  justice  in  a  gradual  restoration  to  the 
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community  of  the  unearned  increase  of  land  values  which  has  come  to  all  public 
utilities.  Whatever  be  the  merits  of  shifting  local  taxes  gradually  from  improve- 
ments to  land  values,  there  are  special  reasons  for  refusing  to  allow  unearned 
increments  to  a  monopoly  which  has  been  granted  public  franchise  in  order  to 
supply  vital  social  needs.  If  the  view  commonly  held  be  correct,  that  the  land 
of  a  gas  company  should  be  treated  like  ordinary  land,  then  such  a  company, 
other  things  remaining  the  same,  has  the  right  to  raise  the  price  every  time  an 
improvement  near  the  gas  works  raises  the  value  of  the  land  in  the  neighborhood. 
As  soon  as  this  is  imderstood,  there  will  be  a  general  revolt  against  the  present 
habit  of  most  of  the  courts  and  commissions  of  giving  full  weight,  in  rate  cases, 
to  the  enormous  increase  of  land  values  since  their  acquisition. 

361.5— Electrolysis. 

Mitigating  Electrolysis  by  the  Insulated  Return  Feeder  System 
by  Frank  C.  Perkins.  Paper  read  before  the  Nineteenth  Annual 
Convention  of  the  International  Association  of  Municipal  Electricians 
at  Atlantic  City,  N.  J.,  September  15  to  18,  1914.      Pamphlet,  3|  pages. 

The  insulated  return  feeder  system  for  preventing  injury  by  electrolysis  due  to 
stray  electric  railway  currents  is  described  and  illustrated  by  diagram,  and 
authorities  are  cited  stating  that  experience  has  shown  that  this  method  affords 
a  substantial  measure  of  protection  from  electrolytic  action.  With  a  view  to 
eliminating  loss  from  electrolysis  a  number  of  cities  have  recently  enacted 
ordinances  and  conducted  investigation.  A  brief  report  is  given  of  the  work 
in  the  city  of  Chicago  and  various  other  cities  where  investigations  have  been 
held  by  local  experts  or  by  the  Bureau  of  Standards  of  the  Department  of  Com- 
merce at  Washington,  D.  'C.  The  Bureau  of  Standards  has  made  and  is  making 
electrolysis  surveys  in  various  American  cities,  one  of  which  has  been  recentlj' 
completed  in  the  city  of  Springfield,  Massachusetts. 


PUBLIC  SERVICE  REGULATION 

132.8—Unnecessary  Duplication. 

Duplication  by  Municipal  Utilities,  by  George  A.  Lee.  Journal 
of  Electricity,  Power  and  Gas,  1|  pages,  October  10,  1914,  p.  341. 

The  writer,  who  was  formerly  chairman  of  the  Washington  Public  Service  Com- 
mission, points  out  the  "economic  absurdity  of  a  duplication  of  public  utilities." 
A  number  of  instances  in  the  state  of  Washington  are  cited  in  which  a  municipality 
has  duplicated  the  system  of  a  public  utility  company.  The  need  of  the  develop- 
ment of  the  natural  resources  and  the  extension  of  public  service  power  in  this 
western  comnumity  is  recognized  and  it  is  pointed  out  that  the  investment  of 
private  capital  can  be  encouraged  only  by  the  protection  of  such  investments  from 
needless  competition.  The  situation  in  Washington  is  illustrated  as  follows: 
"The  law  forbids  discrimination.  It  requires  uniformity  in  rates.  It  imposes 
many  other  requirements.  A  privately  owned  plant  might  have  come  into  the 
city  of  Spokane  (say  twenty-five  years  ago),  made  an  investment  of  a  million 
dollars,  given  light  and  power  to  the  people,  and  developed  eastern  Washington. 
It  might  have  been  content  to  wait  many  years  (during  the  so-called  lean  period) 
before  it  received  a  return  upon  an  investment;  the  period  passes  and  it  is  about 
to  make  a  reasonable  profit  upon  its  investment;  it  complies  with  all  the  laws 
and  lays  its  cards  on  the  table.  About  that  time  agitation  is  started  for  municipal 
plants,  and  what  is  the  result?  The  municipal  plant  is  built  and  is  not  regulated 
by  the  same  law  as  the  privately  owned  plant.  You  must  either  place  them  on 
the  same  basis  or  else  eliminate  regulation  altogether.     That  is  boimd  to  come 
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about  within  the  next  five  years."  A  proper  rate  of  return  for  pul)lic  utilities 
is  also  commented  upon  and  the  writer  justifies  a  higher  rate  than  the  banking 
rate,  at  least  until  the  company  is  well  established. 

222 — Accounts. 

Utility  Cost  Accounting.  Editorial,  Journal  of  Electricity,  Power 
and  Gas,  October  3,  1914,  p.  324. 

The  uniform  classification  of  accoimts  adopted  by  the  Oregon  Railroad  Com- 
mission is  commented  upon  favorably'  and  it  is  urged  that  the  National  Electric 
Light  Association  take  steps  to  further  the  adoption  of  an  adequate  accounting 
system.  The  usual  accounting  system  shows  the  cost  of  equipment  and  opera- 
tion without  reference  to  their  proportionate  cost  for  the  particular  class  of  service 
being  rendered.  At  any  subsequent  period  it  is  a  slow  and  tedious  process  to 
determine  this  cost  of  service,  whereas  it  would  be  a  simple  matter  if  the  appor- 
tionment were  made  in  the  regular  course  of  records.  Greater  refinement  is 
necessary  in  order  to  determine  existing  inefficiencies  and  losses.  While  the 
present  tendency  to  base  rates  upon  the  cost  of  service  is  likely  to  be  short-lived, 
it  is  nevertheless  now  followed  by  many  rate-making  bodies.  The  usual  acount- 
ing  forms  do  not  give  information  that  differentiates  between  the  cost  of  supplying 
business  and  residence  consumers,  long-hour  power  users  and  spasmodic  users, 
and  sometimes  does  not  even  distinguish  between  the  costs  of  hydro-electric  and 
steam  generation. 

226.5 — Standards  of  Service. 

Standard  Method  of  Gas  Testing,  Circular  of  the  Bureau  of  Stand- 
ards, Department  of  Commerce,  Washington,  D.  C,  180  pages,  Issued 
August  1,  1914. 

In  answer  to  frecjuent  incjuiries,  the  Bureau  of  Standards  has  published  a  circular 
to  be  used  as  a  standard  guide  to  the  methods  of  testing  gas  distributed  for  illum- 
inating and  heating  purpo.ses.  It  is  intended  primarily  for  use  in  official  testing 
and  in  works  laboratories  which  are  checked  l)v  city  and  state  inspectors,  and  con- 
tains suggestions  as  to  location  and  equipment  of  ga.s-testing  laboratories,  a  de- 
scription of  some  of  the  accepted  forms  of  apparatus,  directions  for  the  making 
of  the  various  tests,  and  recommendations  as  to  the  interpretation  of  experimental 
results.  It  does  not  discuss  the  testing  necessary  for  good  works  control,  although 
a  few  works  laboratory  methods  are  included,  which  have  direct  bearing  on  the 
([uality  of  the  finished  gas. 


MUNICIPALITIES 

800—Municipalities. 

The  New  Massachusetts  Legislation  Regulating  Municipal 
Indebtedness,  by  Charles  F.  Gettemy,  National  Municipal  Review, 
10|  pages.     October,  1914,  p.  682. 

The  new  municipal  indebtedness  act,  which  took  full  effect  on  January  1,  1914. 
is  regarded  as  "the  most  comprehensive  and  efTective  body  of  legislation  on  this 
subject  of  any  state  in  the  union."  Three  separate  investigations  of  municipal 
indebtedness  were  made  by  the  ])ureau  of  statistics.  A  special  investigation 
authorized  by  the  legislature  and  completed  by  the  bureau  in  1912,  furnished  a 
comprehensive  i)resentation  of  the  outstanding  municipal  indebtedness  of  every 
city  and  town  of  the  commonwealth.  These  investigations  disclosed  a  condition 
of  affairs  respecting  the  manner  in  which  the  cities  and  towns  of  the  state  were 
permitted   to  incur  debt,   which   was  lamentable   in  the  extreme.     The  former 
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practice  of  municipalities  and  the  correction  of  such  conditions  under  the  new 
law  is  discussed  at  length.  The  writer  states  that,  "this  legislation  may  be 
expected  to  place  the  mimicipal  indebtedness  of  Massachusetts  upon  a  sounder 
basis  and  more  closely  in  accord  with  the  best  principles  of  mimicipal  finance 
than  is  that  of  any  of  her  sister  states." 

800— ^Municipalities . 

The  Utilities  Bureau,  by  Clyde  Lyndon  King.  National  Municipal 
Review,  4|  pages,  October,  1914,  p.  751. 

The  mayors  of  a  number  of  American  cities,  prominent  among  whom  are  Rudolph 
Blankenburg  of  Philadelphia,  John  Purroy  Mitchel  of  New  York,  Carter  H. 
Harrison  of  Chicago,  George  W.  Shroyer  of  Dayton,  and  Newton  D.  Baker  of 
Cleveland,  have  jointly  organized  a  bureau  to  be  known  as  the  "Utilities  Bureau", 
through  which  American  cities  may  co-operate  in  exchanging  data  as  to  cost 
factors  and  service  standards  in  mvmicipal  utilities.  The  demand  for  this  bureau 
grew  out  of  the  numerous  and  complicated  difficulties  in  the  way  of  securing  what 
seemed  to  be  fair  rates  and  adequate  service  standards  in  many  of  the  cities.  The 
average  public  official  now,  when  the  question  is  raised  as  to  the  reasonableness 
of  rates  and  service  standards  of  the  utilities  within  his  city,  at  once  sends  out 
a  volley  of  letters  to  public  officials  elsewhere.  The  result  is  information  inade- 
quately supplied  and  a  constant  harassing  of  public  officials  for  information  of  a 
detailed  character  which  it  is  usually  impossible  for  the  official  to  provide.  The 
bureau  will  collect  these  facts  from  authoritative  sources  and  thus  be  in  a  position 
to  give  to  any  city  official  facts  that  could  not  possibly  be  secured  without  very 
heavy  expense  in  any  other  way.  Another  purpose  of  this  bureau  is  to  aid  the  city 
to  present  its  case  in  a  controversy  before  state  commissions  involving  the  ques- 
tion of  proper  rates  and  service  of  a  public  service  company. 

800— Municipalities . 

St.  Louis'  Successful  Fight  for  a  Modern  Charter,  by  Roger  N. 
Baldwin,  Naiional  Municipal  Review,  6  pages,  October,  1914,  p.  720. 

An  account  is  given  of  the  political  fight  which  lead  up  to  the  adoption,  on  June 
30,  of  a  new  city  charter  "based  on  the  theory  of  popular  government  and  direct 
responsibility."  The  charter  is  favorably  criticised  and  its  various  features  are 
presented  in  brief.  Provision  is  made  in  this  charter  for  the  mimicipal  ownership 
of  public  utilities  of  any  kind. 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Municipal  Utilities.  Notes  and  Events.  National  Mimicipal  Review, 
October,  1914,  p.  772. 

The  Pennsylvania  public  service  law  is  criticised  on  the  ground  that  the  law  has 
deprived  the  cities  of  practically  all  effective  powers  over  the  utilities  within 
their  borders.  The  mimicipal  home  rule  league  of  Pennsylvania,  recently  organ- 
ized, has  adopted  a  resolution  protesting  against  certain  features  of  the  law  and 
favoring  "open  and  free  competition  in  the  public  utility  field." 

830— Public  Ownership. 

Street  Railway  Re-Settlements  and  Negotiations  for  Municipal 

Ownership,  by  Delos  F.  Wilcox.     National  Municipal  Review,  6  pages, 

October,  1914,  p.  745. 

An  account  is  given  of  the  progress  toward  municipal  ownership  of  street  railway 
lines  in  Chicago,  San  Francisco,  Seattle,  Cleveland,  Kansas  City  (Missouri), 
Detroit,  and  other  American  cities. 
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840— Public  Operation. 

Sidelights  Upon  Municipal  Plant  Operation.  Editorial,  Electrical 
Review,  October  10,  1914,  pp.  694-695. 

The  importance  to  the  municipal  electric  plant  of  keeping  adequate  records  of 
operation  is  pointed  out.  Operation  at  a  loss  should  be  known  by  the  munici- 
pality, as  increasing  burdens  on  the  tax  payers  will  lead  to  a  demand  for  expert 
examination  of  accounts.  In  some  cases  frequent  changes  in  the  administration 
have  made  it  extremely  difficult  to  secure  data  as  to  past  operation  of  the  plant. 
It  is  stated  that  over  and  over  again  municipalities  fall  into  the  morass  of  in- 
creased taxes  in  chasing  the  will-o'-the-wisp  of  free  street  lighting.  The  practice 
of  making  no  charge  for  street  lights  while  appropriations  are  made  to  cover  the 
losses  in  plant  operation  simply  means  that  the  customers  of  the  plant  rather 
than  the  citizens,  as  a  whole,  are  paying  for  the  street  lights.  Where  the  actual 
cost  of  operation  is  kno\\ai,  it  has  been  shown  to  be  advantageous  to  the  municipal- 
ity to  make  an  arrangement  with  a  central  station  for  the  supplying  of  cheaper 
current.  The  problem  of  purcha.sing  energy  or  of  continuing  to  produce  it  locally 
is  fundamentally  an  engineering  question,  the  answer  to  which  can  only  be  drawn 
from  specific  and  accurate  data  which  it  should  be  the  pride  of  every  operator 
to  maintain. 

GENERAL 

980— Public  Relations. 

Public  Relations,  Annual  Convention  Section.  Electric  Railway 
Journal,  October  10,  1914,  p.  119-736. 

This  special  number  contains  an  important  series  of  contributed  articles  on  the 
subject  of  public  relations  grouped  under  three  classifications:  meeting  the  public, 
operating  conditions,  and  regulation.  The  following  is  a  list  of  the  articles  pub- 
lished: 

How  the  American  Association  is   Developing   Good  Public   Relations,    by 

Charles  N.  Black. 

A  Concrete  Publicity  Suggestion,  by  C.  Loomis  Allen. 

Complete  Understanding  Between  Companies  and  Public  Desirable,  by  L.  S. 

Storrs. 

The  Importance  of  Good  Public  Relations,  by  Theodore  P.  Shonts. 

The  Good-will  of  the  Public  as  a  Street  Railway  Asset,  by  Jesse  W.  Lilienthal. 

The  Need  for  Corporate  Courage,  by  George  H.  Harries. 

Public  Relations,  by  H.  M.  Byllesby. 

Public  Opinion  and  Business,  by  Guy  E.  Tripp. 

Is  Publicity  a  Cure-all?     by  A.  W.  Warnock. 

Principles  Underlying  Publicitv,  by  Ivy  L.  Lee. 

Building  up  Confidence  in  a  Public  Utility,  by  .lohn  A.  Britton. 

Five  Years'  Development  of  the  American  Electric  Railway,  by  Frank  R. 

Ford. 
Popularity  of  Electric  Railway  Securities,  by  Allen  G.  Hoyt. 
Imoroving  the  Attitude  of  the  Public  Toward  the  Traction  Compan>'.   by 

Edwin  Gruhl. 
Improvement  of  Relations  Between  Electric  Railways  and  Employees,   by 

Charles  W.  Eliot. 
Cordiality  in  Public  Relations,  by  John  A.  Beeler. 
Interurban  Transportation  and  the  Public,  by  C.  D.  Cass. 
Tramway  Fares  in  America  and  Europe,  by  Louis  Bell. 
The  Electric  Railway  and  the  Farmer,  by  John  R.  Graham. 
Winning  the  Confidence  of  the  Public,  by  R.  M.  Searle. 
Aspects  of  Rush-hour  Service,  by  E.  C.  Foster. 
Engineers  and  Accountants  as  Factors  in  Securing  Better  Public  Relations, 

by  Dugald  C.  Jackson. 
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Qualifications  of  a  Public  Service  Commissioner,  by  Alexander  C.  Humphreys. 

The  Partnership  Provisions  of  the  Kansas  City  Franchise,  by  Philip  J.  Kealy. 

Local  Versus  State  Regulation,  by  Richard  McCuUoch. 

Co-operation  in  Transit  Contracts,  by  Timothy  S.  Williams. 

What  Might  Have  Happened  to  the  Talents,  by  L.  R.  Nash. 

Public  Utility  Regulation — A  Cloud  on  the  Horizon,  by  H.  H.  Crowell. 

Electrical  Railroading  in  Utah,  by  Simon  Bamberger. 

Electric  Railway  Securities  and  Franchise  Readjustments,  by  Albion  E.  Lang. 

Tendencies  of  Public  OwTiership,  Illustrated  by  Federal  Experience,  by  William 

J.  Clark. 
Regulation  from  a  Commission  Viewpoint,  by  Walter  A.  Shaw. 
The  Expiring  Franchise,  by  Calvert  Towniey. 
Co-operation  and  Harmony  between  Companies,  Commissions,  and  Public, 

by  Travis  H.  Whitney. 
Proposed  Co-operative  Arrangement  at  Philadelphia,  by  A.  Merritt  Taylor. 
Public  Versus  Private  Ownership,  by  William  D.  Kerr. 
Stock  Dividends;  Why  and  When  Justified,  by  Philander  Betts. 
Riblic  Utility  Legislation,  by  ALatthew  S.  Dudgeon. 
Financial  Relation  Between  Cities  and  Utilities,  by  Bion  J.  Arnold. 
Commissions  and  the  X.  E.  L.  A.,  by  T.  C.  ALartin. 

782— Efficiency. 

The  Measurement  of  Illumination  by  C.  S.  Redding.  Paper  read 
before  the  Nineteenth  Annual  Convention  of  the  International  Associa- 
tion of  Municipal  Electricians,  at  Atlantic  City,  N.  J.,  September  15  to 
18,  1914.     Pamphlet,    5   pages. 

It  has  not  been  until  recent  years  that  sources  of  illumination  have  been  placed 
in  buildings,  streets,  etc.,  with  much,  if  any,  care  as  to  the  production  of  the  best 
results.  An  architect,  for  instance,  in  laying  out  his  building  would  place  his 
light  fixtures  so  that  they  would  be  in  a  symmetrical  position,  or  would  fit  the 
interior  decorations  in  a  nice  way,  but  seldom  with  much  idea  as  to  whether  or 
not  the  illumination  produced  in  the  room  would  be  the  best  for  the  particular 
puqaose  for  which  that  room  was  intended.  Similarly,  in  placing  street  lights 
they  would  bo  placed  at  intersections  of  streets,  with  perhaps  one  lamp  between 
intersections,  but  not  with  any  idea  of  securing  anything  like  a  scientific  distri- 
bution of  the  illumination.  Three  things  to  be  considered  in  securing  ideal  street 
illumination  is  the  uniformity  of  illumination,  the  low  intensity  of  the  source, 
and  the  placing  of  the  source  high  out  of  the  line  of  vision.  The  intensity  of 
illumination  is  important.  Many  cities  are  now  specifying  just  what  illumination 
shall  be  produced  by  new  installations,  and  an  instrument  for  measuring  illumina- 
tion is,  therefore,  necessary.  The  general  name  cf  illuminometer  has  been  given 
to  instruments  designed  for  this  purpose.  Several  forms  of  illuminometer  have 
been  placed  upon  the  market.  The  paper  describes  and  illustrates  by  diagram 
a  typical  instrument,  the  Macbeth  Illuminometer. 

788— Service  Rules. 

Report  of  the  Committee  on  High  Voltage  Construction  in 
Cities,  before  the  Nineteenth  Annual  Convention  of  the  International 
Association  of  Municipal  Electricians,  at  Atlantic  City,  N.  J.,  September 
15  to  18,  1914.     Pamphlet,  4  pages. 

The  report  contains  rules  for  overhead  line  construction,  insulation  and  grounding, 
and  includes  a  list  of  references  noting  reports  prepared  by  similar  bodies. 
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COMMISSION  DECISIONS 
OHIO 

300 — Investment  and  Return. 

The  Bucyrus  Light  and  Power  Company,  Apjilit'ation  for  the  Estab- 
lishment of  Just  and  Reasonable  Rates.  Decision  of  the  Ohio  Public 
Utilities  Commission,  Fixing  Rates.     October  8,  1914. 

The  Council  of  the  (-ity  of  Bucyrus  passed  an  ordinance  prescribing 
rates  to  be  charged  for  electric  service  in  the  city  for  a  period  of  five 
years.  The  com]iany  appealed  to  the  Commission  alleging  that  the 
rates  prescribed  in  the  ordinance  were  unreasonable,  and  asking  that 
the  Commission  establish  a  proper  schedule  of  charges.  The  Com- 
mission issued  an  order  Ma\'  15,  1914,  fixing  the  valuation  of  the  com- 
pany's ])roperty  at  $95,000,  and  the  decision  under  consideration  deals 
only  with  the  balance  of  the  matter.  The  Commission's  statement 
on  the  case  is  here  set  forth  practically  in  full. 

One  of  the  factors  to  be  considered  is  the  amount  of  service  now  per- 
formed by  the  company  and  the  possibilities  of  an  increase  or  decrease. 

"The  amount  of  service  performed  by  the  company  for  the  \'ear 
immediately  preceding  the  filing  of  this  case  is  below  what  might  be 
expected  in  a  city  of  ajiproximately  10,000  thrifty  ])eople.  The 
unavoidable  agitation  and  uncertainty  which  ha\e  prevailed  during 
the  pendency  of  this  case  have  prevented  any  material  increasetl 
demand  for  service.  It  is  the  opinion  of  the  Commission  that  the 
service  performed  by  this  comjiany  was  not  and  is  not  more  than 
fifty  per  cent  of  the  possible  service  that  might  be,  under  proper 
rates,  demanded  by  the  people  of  Bucyrus." 

340    Rate  of  Return. 

"It  is  unnecessary  for  the  Commission  to  couk^  to  any  conclusion  at 
this  time  as  to  what  would  be  a  fair  rate  of  return  upon  capital 
invested  in  the  electric  light  and  power  business.  The  service 
now  performed  at  the  cost  of  production  shown  in  this  case  would 
not  ])roduce  six  per  cent  upon  the  value  found  by  the  Commission. 
Even  a  reduction  in  operating  cost  by  an  amount  equal  to  the  differ- 
ence   between    the    operating    cost    of    steam-driven    apparatus    at 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Buc>Tus  and  the  operating  cost  of  natural-gas-engine-driven  appa- 
ratus as  used,  would  not  produce  six  per  cent  upon  the  value  found 
by  the  Commission.  The  present  plant  with  its  peak  load  estimated 
to  be  but  fifty  per  cent  of  what  the  city  has  a  right  to  demand,  is 
now  running  to  its  capacity.  Whatever  the  rate  charged  for  service 
under  the  present  conditions,  the  rate  of  return  upon  the  value  found 
would  not  reach  six  per  cent.  It  is  therefore  unnecessary  to  come 
to  any  further  conclusion  and  unprofitable  to  inquire  further  in  this 
case,  into  this  widely  discussed  and  important  question." 

310— Valuation. 

"The  ^•aIue  of  the  property  of  the  Bucyrus  Light  and  Power  Com- 
pany has  been  found  by  the  Commission  to  l)e  895,000.  It  is  evident 
that  this  ^■aluation  cannot  be  a  controlling  factor  for  rate  making, 
when  any  rate  short  of  an  incresae  of  the  old  rate  would  be  neces- 
sary to  produce  an  adequate  return  thereon." 

410—  Cost  of  Service. 

"The  cost  to  this  company  of  performing  the  service  rendered  can 
have  little  bearing  on  what  is  a  just  and  reasonable  rate.  That 
the  cost  of  service  is  too  high  must  be  admitted.  This  may  be 
attributed  to  the  use  of  gas  at  28  cents  per  thousand,  to  inefficient 
management  in  the  operation  of  the  plant  (this  management  was 
changed  after  this  case  was  commenced),  and  perhaps  to  some 
other  causes.  Whatever  the  cost  may  have  been  or  ought  to  be, 
it  will  always  be  relatively  high  as  long  as  wrong,  unscientific  or 
high  rates  for  service  are  maintained,  which  necessarily  limit  the 
possible  use  of  the  service." 

450— Value  of  Service. 

"The  right  of  tiu>  people  of  the  City  of  Bucyrus  to  service  at  a  rate 
which  shall  be  fair  and  just  to  them  [is  the  controlling  factor  to  be 
considered  in  this  case]. 

The  Supreme  Court  of  Maine  (99  Me.  379)  in  a  case  in\olving  the 
rate  to  be  charged  by  a  water  company  states  the  Bucyrus  Light 
and  Power  Company  case  as  the  Commission  views  it  exactly: 
'They  are  entitled  to  charge  reasonal:)le  rates.  Reasonable  is  a  rela- 
tive term,  and  what  is  reasonable  depends  upon  many  varying 
circumstances.  An  equivalent  to  the  prevailing  rate  of  interest 
might  be  a  reasonable  return,  and  it  might  not.  It  might  be  too 
high  or  might  be  too  low.  It  might  be  reasonable,  owing  to  pecuUar 
hazards  or  difficulties  in  one  place  to  receive  greater  returns  there, 
than  it  would  in  another  upon  the  same  investment.  Then,  their 
reasonableness  relates  to  both  the  company  and  the  customer. 
Rates  must  be  reasonable  to  both,  and  if  they  cannot  be  to  l)oth, 
they  must  be  to  the  customer.  That  the  amount  of  the  investment 
does  not  control  either  way  is  decided  in  San  Diego  Land  and  Town 
Co.  V.  Jasper,  189  L^.  S.  439,  and  Stanislaus  County  v.  San  Joaquin, 
etc.,  Co.,  192  U.  S.  201.  In  the  former  case  the  court  said  that  the 
rule  that  the  company  is  entitled  to  demand  a  fair  return  upon  the 
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reasonal)le  \'alue  of  the  property  at  the  time  it  is  ))eing  used  for  the 
pubHc  "is  (leeided  as  against  the  contention  that  you  are  to  take 
the  actual  cost  of  the  pl-mt,  annual  depreciation,  etc;.,  and  to  allow 
a  fair  profit  on  that  footing  over  and  above  expenses."  And  in  the 
latter,  the  court  said,  "To  take  the  amount  actually  invested  into 
'estimation'  tloes  not  mean  necessarily  that  such  amount  is  to  con- 
trol the  decision  of  the  question  of  rates."  So  that  while  it  is  strictly 
true  that  the  company  is  entitled  to  more  than  a  reasonable  return 
upon  its  necessary  in^'estment,  which  is  embodied  in  the  structure 
and  its  natural  increment,  if  any,  that  goes  })ut  a  little  way  toward 
the  solution  of  the  problem,  owing  to  the  difficulty  of  saying  just 
what  is  reasonable  in  a  given  case.  That  must  for  the  most  part 
be  left  to  the  good  judgment  of  the  tribunal  which  passes  upon  each 
particular  case.' 

"Taking  this  view  of  the  case,  we  come  to  the  place  where  'the  good 
judgment  of  the  tribunal  which  passes  upon  each  particular  case' 
must  be  exercised." 

710 -Schedules. 

"The  old  rate  of  this  comjiany  seems  to  have  been  eonstructedin  the 
darker  ages  of  electric  light  rate  making.  It  was  so  arranged  that 
all  home  lighting  and  most  of  the  store  lighting  would  cost  10  cents 
per  K.  W.  H.  It  was  an  unscientific  and  unbusinesslike  schedule 
of  rates. 

"The  rates  provided  for  by  the  city's  ordinance  were  based  upon 
the  company's  plan,  and  retained  all  the  crudities  and  unfairness  of 
the  old  method.  The  ordinance  simply  lowered  some  of  the  figures, 
which  would  have  decreased  the  gross  earnings  of  the  company 
without  decreasing  its  load  or  increasing  its  income. 

"It  is  decided  that  both  schedules  of  rates  shall  be  set  aside.  We 
prescribe  rates  that  will  reduce  the  cost  of  service  to  more  than 
ninety  per  cent  of  the  users  of  electric  service,  without  increasing 
the  cost  to  the  remaining  users.  It  is  our  opinion  that  these  reduc- 
tions are  so  arranged  that  they  will  compel  the  company  to  enlarge 
its  capacity  and  to  install  more  efficient  and,  therefore,  more  econom- 
ically operated  machinery.  We  believe  that  the  rate  which  we 
set  forth  will  encourage  the  use  of  electricity  by  the  people  of  Bucyrus 
to  such  an  extent  that  although  inadequate  under  present  condi- 
tions of  business  and  cost  of  operation,  it  will  prove  to  be  com- 
pensatory to  a  proper  degree.  It  is  impossible  to  be  absolutel\- 
sure  of  the  effect  of  an  electric  light  rate  for  a  term  of  years,  which 
leads  us  to  say  that  the  Commission  ought  not  to  be  compelled,  as 
it  now  is,  by  statute,  to  do  the  impracticable,  namely,  to  fix  a  proper 
rate  for  service  for  a  fixed  numl)er  of  years.  The  rate  that  we  here- 
with fix  may  prove  too  high  or  too  low  before  the  expiration  of  the 
period  covered  by  the  ordinance,  yet  one  party  or  the  other  will 
be  bound  to  an  unjust  situation  for  the  balance  of  the  life  of  the 
rate." 
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720— Rate  Schedules. 

RESIDENCE  LIGHTING  RATE. 
Rate. 

10  cents  net  or  10..")  cents  gross  per  kilowatt  hour  for  the  first  30  hours'  use 

per  month  of  connected  load. 
7  cents  net  or  7.35  cents  gross  per  kilowatt  hour  for  the  next  30  hours'  use  per 

month  of  connected  load. 
3  cents  net  or  3.15  cents  gross  per  kilowatt  hour  for  all  current  used  in  excess 

of  the  above,  60  hours'  use  per  month  of  connected  load. 

Determination  of  Active  Connected  Load. 

The  rates  are  basetl  on  the  connected  load,  excluding  certain  household  appli- 
ances and  lights  in  cellars,  closets,  etc.,  and  including  certain  domestic 
appliances,  such  as  electric  stoves  and  disc  stoves  (over  500  watts)  at  one-half 
of  their  total  known  maximum  capacity. 

Prompt  Payment  Discount. 

Bills  will  he  rendered  at  the  gross  rates,  and  the  difference  between  the  gross 
and  th(>  net  rates  herein  specified  will  constitute  a  discount  for  prompt  pay- 
ment, provided  bills  are  paid  on  or  before  the  tenth  day  of  the  month 
succeeding  the  month  within  which  sei'vice  was  rendered. 

Minimum  Charge. 

.30  cents  ])er  month. 

COMMERCIAL  LIGHTING. 
Rate. 

10  cents  net  or  10.5  cents  gross  per  kilowatt  hoiu-  for  the  first  30  hours'  use 

per  month  of  connected  load. 
7  cents  net  or  7.35  cents  gross  per  kilowatt  hour  for  the  next  30  hours'  use  per 

month  of  connected  load. 
3  cents  net  or  3.15  cents  gross  per  kilowatt  hour  for  all  current  vised  in  excess 

of  the  above  60  hours'  use  per  month  of  connected  load. 

Determination  of  Active  Connected  Load. 

The  following  percentages  of  the  connected  load  (connected  load  to  be  deter- 
mined as  in  the  residence  lighting  schedule)  shall  be  deemed  active: 

95%,  first  1  kilow^att. 
90%,  next  2  kilowatts. 
70%,  all  over  3  kilowatts. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rates  and  the  difference  between  the  gross 
and  the  net  rates  above  specified  will  constitute  a  discount  for  prompt  pay- 
ment, provided  the  bills  are  paid  on  or  before  the  tenth  day  of  the  month 
succeeding  the  month  within  which  service  was  rendered. 

Minimum  Charge. 
50  cents  per  month. 

SIGN  AND^WINDOW  LIGHTING. 

For  the  user  of  signs  and  show^windowslfor  current£from  dusk  to  10  o'clock 
P.  M.  every  night. 

Rate. 

7  cents  per  kilowatt  hour. 

Minimum  Charge. 
$2.00  per  month. 
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BREAK  DOWN  SERVICE. 
Rate. 

The  consumer,  at  the  time  of  making;  application  for  this  service,  shall  desig- 
nate whether  he  will  operate  under  the  residence  lighting  rate  or  the  com- 
mercial lighting  rate. 

Prompt  Payment  Discount. 

Bills  will  Ije  rendered  at  the  gross  rates  and  the  difference  between  the  gross 
and  the  net  rates  herein  specified  will  constitute  a  discount  for  prompt  pay- 
ment, jjrovided  the  bills  are  i)aid  on  or  before  the  tenth  day  of  the  month 
succeeding  the  month  within  which  service  was  rendered. 

Minimum  Charge. 

.$3.00  net  per  month  per  kilowatt  of  connected  load. 

POWER  RATES     A. 
Rate. 

5.85  cents  net  or  6.142cents  gross  per  kilowatt  hour  for        0  to    97  kilowatt 
hours  consumed  per  month. 

5.4  cents  net  or  5.67   cents  gross  per  kilowatt  hour  for      98  to  194  kilowatt 
hours  consumed  per  month. 

5.18  cents  net  or  5.439  cents  gross  per  kilowatt  hour  for    195  to  388  kilowatt 

hours  consumed  per  month. 
4.95  cents  net  or  5. 192 cents  gross  per  kilowatt  hour  for   389  to  582  kilowatt 

hours  consumed  per  month. 

4.5  cents  net  or  4.725  cents  gro.ss  per  kilowatt  hour  for    .583  to  970  kilowatt 
hours  consumed  per  month. 

3.94  cents  net  or  4.137  cents  gross  per  kilow^att  hour  for   971  to  14.55  kilowatt 

hoiu's  consumed  per  month. 
3. .38  cents  net  or  3.549  cents  gross  per  kilowatt  hour  for  145f3  to  1940  kilowatt 

hours  consumed  per  month. 
2.88  cents  net  or  3.024  cents  gross  per  kilowatt  hour  for  1941  to  2910  kilowatt 

hours  consumed  per  month. 
2.84  cents  net  or  2.982  cents  gross  ]X"r  kilowatt  hour  for  1911  to  3880  kilowatt 

hours  consumed  per  month. 
2.79  cents  net  or  2.929  cents  gross  per  kilowatt  hour  for  3881  to  4850  kilowatt 

hours  consumed  per  month. 
2.79  cents  net  or  2.929  cents  gross  per  kilowatt  hour  for  4851  to  5820  kilowatt 

hours  consumed  per  month. 
2.75  cents  net  or  2.887  cents  gross  per  kilowatt  hovu'  for  4851  to  .5820  kilowatt 

hours  consumed  per  month. 
2.65  cents  net  or  2.782  cents  gross  per  kilowatt  hour  for  5821  to  7760  kilowatt 

hours  consumed  per  month. 
2.5  cents  net  or  2.625  cents  gross  per  kilowatt  hour  for  7761  to  9698  kilowatt 

hours  consumed  per  month. 
2.25  cents  net  or  2.362  cents  gross  per  kilowatt  hoiu-  for  9699  to  14547  kilowatt 

hours  consumed  per  month. 
2.16  cents  net  or  2.268  cents  gross  per  kilowatt  hour  for  1454S  to  19.396  kilowatt 

hours  consumed  per  month. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rates,  and  the  difference  between  the  gross 
and  the  net  rates  herein  specified  will  constitute  a  discount  for  ])rompt  pay- 
ment, provided  bills  are  paid  on  or  before  the  tenth  day  of  the  month 
succeeding  the  month  within  which  the  service  was  rendered. 

Minimum  Charge. 

$1.00  jier  month  net  for  motors  of  5  horse  power  or  less,  and  20  cents  per  horse 

])ower  for  motors  of  more  than  5  horse  power. 
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POWER  RATE-B  (OPTIONAL). 

Rate. 

Demand  Charge. 

$;3.00  net  per  month  per  kilowatt  of  maximum  demand,  plus  an 

Energy  Charge  of 

I4  cents  net  per  kilowatt  hour. 


POWER,  INCLUDING  INCIDENTAL  LIGHTING     C. 
Rate. 

Power  consumers  taking  service  under  rate  schedules  A  or  B,  havinji  a  con- 
nected load  of  20  H.  P.  or  more,  may  include  incidental  lighting  service 
imder  tho.se  rate  schedules,  provided  the  connected  load  of  the  lamps  so 
included  does  not  exceed  15%  of  the  connected  power  load.  If  the  con- 
nected load  does  exceed  the  above  15%  of  connected  power  load,  the  lighting 
service  must  he  sujjplied  through  a  separate  meter  and  be  jiaid  for  mider 
the  lighting  rate  schedules. 

Determination  of  Connected  Load. 

The  connected  lighting  load  shall  be  predetermined  by  the  percentages  estab- 
lished for  ascertaining  the  connected  load  under  the  Commercial  Lighting  Rate 
Schedule. 

The  combined  connected  lighting  load  and  j)ower  load  shall  constitute  the 
connected  load  upon  which  the  rate  Avill  be  computed. 

CALIFORNIA 

419— Return  for  Different  Character  of  Service. 

Application  of  Pacific  Gas  and  Electric  Company,  Asking  for 
Authority  to  Charge  the  Diamond  Match  Company  a  Special  Low 
Rate.  Decision  of  the  California  Railroad  Commlssion,  Author- 
izing the  Rate  and  Imposing  Conditions.     September  15,  1914. 

''On  April  17,  1910,  Pacific  Gas  and  Electric  Company  entered  into 
a  contract  with  the  Diamond  Match  Company  for  electric  energy, 
to  be  supplied  at  Barber  and  Chico,  at  the  rate  of  .5  cent  per  kilo- 
watt hour.  The  term  of  the  contract  was  four  years,  and  the  low 
rate  therein  specified  was  presumably  the  result  of  competition 
then  exsisting  between  Pacific  Gas  and  Electric  Company  and 
Sacramento  A'alley  Power  Company  in  and  adjacent  to  the  city  of 
Chico.  This  contract  has  now  expired  and  Pacific  Gas  and  Electric 
Company  desires  to  renew  the  same  for  a  period  of  five  years  from 
June  15,  1914,  at  the  rate  of  .65  cent  per  kilowatt  hour,  in  accord- 
ance with  terms  specified  in  a  proposed  agreement     .     .     . 

"In  Case  No.  400,  Town  of  Antioch  vs.  Pacific  Gas  and  Electric 
Company,  [5  Rate  Research  264]  this  commission  found  that  the  aver- 
age cost  to  Pacific  Gas  and  Electric  Company  for  production  and  trans- 
mis.sion  of  electric  energy,  including  interest  on  the  investment,  is  .7312 
cent  per  kilowatt  hoiu',  delivered  at  the  low  tension  terminals  of  the 
sub-station  transformers.  This  sum  does  not  include  any  item  for 
distribution  or  for  substations     .     1     . 


6  Rate     Research  57 


"Without  going  into  the  details,  it  appears  that  the  proposed  rate; 
to  be  aeeord(Hl  to  Diamond  Match  Company,  while  exceeding  the 
bare  cost  of  service,  exclusive  of  interest,  will  not  be  sufficient  to 
return  to  Pacific  Gas  and  Electric  Company  even  as  nmch  as  on(>- 
half  of  the  interest  to  which  the  Company  claims  to  be  entitled. 
On  the  other  hand,  the  former  rate  of  .5  cent  per  kilowatt  hour 
involved  a  greater  loss  than  the  proposed  rate,  so  that  the  new  rate 
is  a  step  in  the  right  direction.  Furthermore,  if  Pacific  Gas  and 
Electric  Company  should  lose  this  business,  the  investment  which 
the  company  has  already  made  under  the  former  contract  to  serve 
Diamond  Match  Company  might  be  rendered  valueless  except  for 
scrap.  Finally,  it  appears  from  the  evidence  in  the  Town  of 
Antioch  case  that  Pacific  Gas  and  Electric  Company  should  have 
excess  energy  during  this  year,  so  that  the  company  naturally  desires 
to  secure  the  additional  gross  revenue  which  will  result  from  this 
business  and  which  will  amount  to  some  $13,000.00  per  year,  even 
though  the  company  does  not  receive  the  full  return  to  which  it 
believes  itself  to  be  entitled. 

"The  situation  is  complicated  by  the  fact  that  other  consumers  of 
Pacific  Gas  and  Electric  Company  who  are  approximately  in  the 
same  class  as  Diamond  Match  Company  or  in  a  better  class,  are 
paying  a  higher  rate  than  that  which  is  to  be  accorded  to  Diamond 
Match  Company.  If  any  of  these  consumers  apply  for  a  reduction 
in  their  rates,  it  may  be  necessary  to  open  up  the  entire  matter. 
"After  a  careful  consideration  of  all  the  aspects  of  the  question, 
I  reconmiend  that  the  application  be  granted,  subject  to  the  con- 
ditions specified  in  the  order."     ... 

The  order  authorized  a  rate  of  .65  cent  per  kilowatt  hour  subject  to 
the  following  conditions: 

"Such  losses,  if  any,  as  may  be  incurred  by  Pacific  Gas  and  Electric 
Company  from  this  business  shall  be  borne  by  Pacific  Gas  and 
Electric  Company  and  not  by  the  company's  other  consumers,  or 
any  of  them. 

"The  rate  hereby  authorized  will  be  deemed  by  the  Railroad  Com- 
mission as  applicable  to  other  consumers  of  Pacific  Gas  and  Electric 
Company,  who  may  show  themselves  to  be  consuming  electric  energ)' 
under  circumstances  fairly  comparable  with  the  conditions  sur- 
rounding the  consumption  of  electric  energy  by  Diamond  Match 
Company. 

"The  Railroad  Commission  reserves  the  right,  as  in  all  cases  of  this 
kind,  to  reopen  the  matter  at  any  time,  without  being  bound  by  the 
five-year  provisions  of  the  agreement." 

540— Minimum  Charge. 

Application  of  the  West  Coast  Gas  Company  For  the  Establishment 
of  a  Minimum  Rate  for  Gas.  Decision  of  the  California  Railroad 
Commission,  Approving  a  Minimum  Charge.     September  10,  1914. 

"It  appears  that  in  a  portion  of  the  territory  served  by  applicant, 
particularly  at  Newport  Beach,   a  large  i)roportion  of  a)iplicant's 
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customers  own  cottages  which  are  occupied  during  two  or  three 
months  in  the  summer  and  that  during  the  remaining  portion  of  the 
year  they  are  occupied  only  occasional!}-  or  not  at  all.  The  OAraers 
of  these  cottages  object  to  paying  a  minimum  of  $1.00  during  the 
entire  twelve  months. 

"However,  applicant's  plant  nmst  be  maintained  in  readiness  to 
serve  during  the  entire  year  and  applicant's  investment  is  tied  up  and 
its  system  depreciates  during  the  ent  ire  twelve  months.  Hence  it  seems 
only  fair  that  as  long  as  applicant's  customers  remain  connected  to 
apjjlicant's  system  they  should  pay  a  reasonable  mininmm  monthly. 
Applicant  must  be  ready  to  serve  at  a  moment's  notice  every  customer 
who  is  connected  to  its  system,  and  a  proper  proportion  of  its  invest- 
ment and  of  the  depreciation  is  fairly  chargeable  to  each  such  cus- 
tomer. The  sum  of  SI. 00  per  month  is  a  usual  minimum  charge  for 
gas.  I  see  no  reason  why  it  should  not  apply  to  applicant,  provided 
that  its  customers  understand  that  they  ha^•e  the  right  to  have  their 
service  discontinued  at  any  time  and  thus  avoid  the  further  payment 
of  any  minimum  until  the  premises  are  again  connected.  A  fee  of 
SI. 00  is  reasonable  for  again  making  the  service  connection.  ..." 

980— Public  Relations. 

"There  has  l)een  nuich  confusion  among  applicant's  customers  as  to 
what  minimum,  if  any,  should  be  paid.  These  customers  have  been 
entirely  willing  to  pay  such  minimum  as  might  be  fair,  but  have  been 
uncertain  as  to  whether  applicant's  demands  have  been  just.  In 
order  to  settle  these  doubts  and  clear  the  atmosphere,  I  recommend 
that  applicant  be  directed  to  print  or  mimeograph  and  send  a  copy 
of  the  opinion  and  order  herein  to  each  customer  whose  consump- 
tion of  gas  has  been  such,  during  any  month  in  the  year  ending  August 
31,  1914,  as  to  bring  him  within  the  mininmm  herein  established." 


NEW  JERSEY 
144 — Mergers. 

Application  of  American  Malt  Corporation  and  American  Malting 
Company  for  ApjM'oval  of  Merger.  Decision  of  the  New"  Jersey 
Board  of  Public  Utility  Commissioners,  Dismissing  the  Application, 
February  27,  1914. 

After  citing  the  New  Jersey  Statutes  pertaining  to  the  regulation  of 
corporate  relations  the  decisions  say: 

"In  general,  therefore,  the  Board  is  of  opinion  that,  inasmuch 
as  formal  approval  by  a  State  tribunal  is  now,  of  necessity  a  require- 
ment in  the  case  of  every  merger,  the  company  resulting  from  such 
merger  may  properly  be  required  to  show  at  the  time  of  merger, 
(1)  assets  behind  its  securities  in  amount  sufficient  to  conform  with 
the   requirements    imposed    !)>■   the    State    upon    companies   newly 
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incorporating  under  its  laws;  (2)  tliat  such  a  merger  must  not  by  any 
of  its  terms  su])ject  any  security  holder  in  any  of  the  consolidating 
or  merging  companies  to  an  unfair  or  inequitable  condition  or 
arrangement;  (3)  that  in  the  carrying  out  of  such  merger  it  must  be 
affirmatively  shown  that  each  and  every  statutory  recjuirement 
applicable  in  the  premises  has  been  complied  with.     .     .     . 

"Since  this  Board  is  required  to  pass  upon  the  question  of  the 
fairness  of  the  plan  to  all  parties  interested,  and  should  be  able  to 
find  affirmatively  that  the  proposed  scheme  is  fair  and  equitable, 
and  in  all  proba])ility  the  best  obtainable  for  all  concerned,  the 
burden  rests  upon  the  petitioners  to  establish  these  things.  It  may 
be  that  the  plan  proposed  (by  the  apphcants  in  this  case),  is  the  best 
than  can  be  de\ised.  It  is  not,  however,  supported  by  proof.  Facts 
and  reasons  establishing  it  as  the  most  practical)le,  feasible  and  fair 
means  of  reorganization  should  ])e  submitted.  This  Board  and 
dissenting  stockholders  should  not  be  asked  to  accept  conjecture  in 
l)lace  thereof.  .  .  .  The  effect  of  the  consolidation  and 
merger  of  corporations  is  to  organize  a  new  corporation,  clothed 
with  the  powers  and  privileges  of  the  merging  corporations,  and 
subject  to  such  limitations  as  are  imposed  by  law.  In  passing  upon 
the  capitaUzation,  etc.,  of  the  resulting  corporation  the  same  rules  as 
apply  to  an  entirely  new  corporation  should  be  regarded." 

The  Commission  finds  that  in  this  case  the  property  is  worth  less 
than  the  proposed  capitalization  by  some  millions  of  dollars.  It 
also  points  out  that  the  property  of  the  Malting  Company  is  not  cognate 
in  character  and  use  to  the  property  used  or  contemplated  to  be  used 
by  the  Malt  Corporation,  in  the  conduct  of  its  own  proper  business. 
The  Malting  Company  is  an  operating  company  and  the  Malt  Cor- 
poration, a  holding  company. 


REFERENCES 
RATES 

400— Rate  Theory. 

Variable  Gas  Rates,  Abstract  of  Paper  by  Henry  L.  Coleman. 
Head  at  the  Meeting  of  the  Empire  State  Gas  and  Electric  Association, 
New  York,  October  2,  and  Editorial.  Electrical  World,  October  10, 
1914,   pages  703   and   697. 

The  paper  states  that  uniform  rates  are  econoniically  wrong  and  a  part  of  the 
paper  is  devoted  to  the  subject  of  special  rates  for  special  uses.  The  editorial, 
commenting  on  this  paper,  says  that  for  many  years  there  has  been  little  change 
from  the  old  time  practice  of  selling  gas  at  a  fixed  price  per  unit  of  volume  used 
but  in  some  localities  different  rates  have  been  made  for  different  kinds  of  service 
with  resultant  advantage  to  the  producer  and  without  loss  to  the  user. 
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411.1 — Customer  Charges. 

A  Chance  for  Economy  in  Public-Utility  Service.  Editoriai, 
Engineering  News,  October  15,  1914,  page  789. 

It  is  pointed  out  that  gas-,  electricity-,  and  water-supply  and  even  telephone- 
service  companies  continue  to  send  out  bills  every  month,  or  twelve  times  a  year, 
when  quarterly  meter  reading  and  hilling,  or  only  four  times  a  year,  would  save  froiiT 
25%  to  40%  of  the  amount  of  the  smallest  bills  rendered  and  from  10%  to  15% 
of  the  annual  cost  of  serving  a  very  considerable  proportion  of  its  patrons.  The 
large  saving  that  may  be  brought  about  in  the  consumer  costs  is  illustrated  by 
the  figures  submitted  by  the  Boston  Edison  Company  in  1909,  when  the  Massa- 
chusetts Board  of  Gas  and  Electric  Light  Commissioners  inquired  into  the  com- 
pany's minimum  monthly  charges.  In  1912  the  New  Jersey  Public  Service  Com- 
mission incjuired  into  the  monthly  mininuun  rates  of  the  Public  Service  Corpora- 
tion, and  a  table  of  monthly  costs  per  consumer,  taken  from  the  books  of  this 
company,  are  also  given.  By  cutting  down  the  cost  of  collection,  the  minumum 
charges  and  effective  imit  prices  can  be  lowered  to  attract  the  small  customers, 
who  are  desirable  additions  if  they  pay  their  cost,  since  they  increase  the  diversity 
of  load  and  the  popularity  of  service.  It  is  a  matter  of  recorded  experience  that 
the  generating  capacity  needed  to  carry  the  small  electric  light  customers'  load 
may  be  only  about  a  third  that  indicated  l)y  the  sum  of  their  maximum  demands 
and  a  fifth  that  shown  by  their  installed  fixtures.  It  cannot  be  said  that  reading 
meters  and  rendering  bills  quarterly  instead  of  monthly  is  impracticable,  nor 
that  it  would  impair  the  business  of  the  companies,  since  many  prosperous  water 
companies  follow  this  plan  and  have  always  followed  it. 


INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Three-cent  Fare  Confiscatory  Says  Judge  Killits  in  Toledo 
Controversy.     \  page  Aera,  October,  1914,  page  265. 

In  granting  an  injunction  to  the  Toledo  Railway  and  Light  Company  against 
the  enforcement  of  the  3-cent  fare  ordinance,  Judge  Killits  of  the  United  States 
Circuit  Court  questioned  the  good  faith  of  the  city  officers  in  passing  the  ordi- 
nance, which  he  ])ointed  out  was  "passed  to  adoption  through  three  readings  at 
one  sitting  by  a  council  and  urged  by  an  administration  whose  friends  had  just 
sufTered  defeat  at  an  election."  As  to  the  reasonableness  of  the  rate  the  opinion 
says:  "Averaging  all  the  lines  together,  if  the  public  insists  upon  the  present 
routing,  any  man  capable  of  doing  sums  in  simple  arithmetic  can  see  that  an 
average  rate  of  three  cents  is  too  low." 

330 — Capitalization. 

Investment  Bankers  and  Public  Service  Accountants,  by  H.  S. 
Swift.  Read  Before  the  American  Electric  Railway  Association,  at 
its  Convention,  Held  at' Atlantic  City,  N.  J.,  October  12-16,  1914. 
Pamphlet,    11   pages. 

The  report  outlines  the  class  of  information  desired  l)y  investment  bankers  in 
considering  the  underwriting  of  the  securities  of  public  service  corporations. 
Investment  bankers  are  now  greatly  interested  in  these  corporations.  The 
immense  amounts  of  money  required  each  year  to  meet  the  demands  of  customers 
for  service  is  the  explanation.  These  demands  are  increasing  in  a  ratio  much 
greater  than  the  growth  in  population,  l^ecause  of  the  increased  use  of  the  service 
of  public  service  corporations  by  the  average  customer  and  the  large  sums  which 
have  been  expended  for  improvements  and  additions  during  the  past  years  are 
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barely  keoiHiig  up  with  tho  fjrowth  of  the  business.  Estimated  recjuireinents 
for  the  future  are  startling  in  amount.  Some  time  ago  a  prominent  l)anker  esti- 
mated future  new  eapital  recjuirements  for  electrie  business  alone  at  the  rate  of 
•1400,000,000  per  annum,  and  if  we  add  to  this  amount  the  reciuirements  for  street 
and  interurban  properties  and  other  publie  utilities  other  than  steam  railroads, 
a  billion  a  year,  nearly  $100,000,000  a  month,  is  a  conservative  estimate.  Other 
enterprises  ean  delay  furnishing  service  during  periods  of  dear  mone}',  but  electric 
bght  service  must  be  furnished  instantly  on  demand  and  cannot  be  stored  up  for 
future  use.  Electric  railways  service  must  also  be  furnished  promptly.  Facili- 
ties for  furnishing  these  services  must,  therefore,  be  provided  in  advance  of 
demand. 

360— Depreciation . 

The  AccouNTixG  Tre.\t.\iext  of  Depreciation,  by  Robert  Se.\ly. 
Paper  Read  Before  the  American  Electric  Railway  Accountants,  Asso- 
ciation, at  its  Convention  Held  at  Atlantic  City,  N.  J.,  October  12-16, 
1914.     Pamphlet    21    pages. 

The  paper  treats  the  subject  of  depreciation  from  the  stand])oint  of  "Insurance 
Replacements,"  rather  than  from  the  viewpoint  of  "Wasting  of  Assets."  It 
briefly  reviews  the  attempts  of  the  standard  classifications  of  accounts  prescribed 
by  regulating  commissions  to  draw  lines  of  demarcation  between  ordinary  main- 
tenance charges  and  charges  to  depreciation  reserve,  when  such  reserve  has  been 
created  on  the  books  of  the  corporation,  and  indicates  the  twilight  zone  within 
which  these  attempted  distinctions  lie. 

It  introduces  the  actuarial  theory  of  fiiumcing  depreciation  or  tlie  creation  of 
reserves,  and  contrasts  some  of  the  more  usual  methods  of  estimating  deprecia- 
tion allowance.  A  distinction  is  drawn  between  the  engineer's  problem  of  apprais- 
ing the  present  value  of  physical  assets  and  the  accountant's  problem  of  account- 
ing for  the  financing  of  rei)lacements. 

361.5— Electrolysis. 

Report  of  the  Committee  ox  Electrolysis.  Read  Before  the 
American  Electric  Railwa\-  Enoineering  Association,  at  its  Conven- 
tion, Held  at  Atlantic  City,  N.  J.,  October  12-16,  1914. 

The  Committee  reported  progress  in  its  investigations,  but  announced  that  it  is 
not  prepared  to  ])ublish  a  report  at  present.  Study  of  the  subject  will  be  con- 
tinued, with  results  at  any  time  accessible  to  member  companies. 


PUBLIC  SERVICE  REGULATION 

140 — Relations  of  Corporation  with  Each  Other. 

Report  of  Joint  Committee  ox  Joixt  Use  of  Poles.  Before  the 
American  Electric  Railway  Association,  at  its  Convention,  Held  at 
Atlantic  City,  X.  .].,  October  12-16,   1914.     Pamphlet.  26  pages. 

The  report  consists  of  two  sections,  one  of  which  presents  a  form  of  agreement 
for  the  joint  use  of  jioles,  and  the  other  prescribes  specification  for  construction. 
The  committee  has  attempted  to  produce  a  form  of  agreement  and  specifications 
under  which  all  pole-using  public  utilities  could  use  to  advantage  one  or  more 
pole  lines,  jointh'.  Ccnsiderable  effort  was  directed  toward  reconciling  the 
views  of  the  various  individual  interests,  which  were  likely  to  become  parties  to 
joint  use,  either  frc  ni  compulsion  by  municipalities  and  commissions,  or  from 
choice. 
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222 — Accounts. 

Report  of  the  Joint  Committee  on  Engineering  Accounting, 
Before  the  American  Electric  Railway  Association,  at  its  Convention, 
Held  at  Atlantic  City,  N.  J.,  October  12-16,  1914.  Pamphlet,  10 
pages. 

The  sul),ioct  is  discussed  under  three  mtiin  headings,  Overhead  Charges,  Inter- 
Deixirtniental  Charges  and  Cost  Accounting. 

226.5 — Standards  of  Service. 

Illinois  Stand .\rds  of  Gas  Service.  Copy  of  Rules  and  Editorial. 
The  Gas  Age,  October  15,  1914,  p.  382-383,  and  p.  363. 

Tlie  general  service  rules  for  gas  and  electric  service  and  the  special  gas  service 
rules  are  co[)ied  in  full. 

The  editorial  states  that  the  rules  established  by  the  Illinois  Commission  are 
reasonable,  and  concludes  as  follows:  "Remembering  always  that  we  are  selling 
heat  and  service,  vmder  various  consumers'  reciuirements  and  suppliers'  condi- 
tions, it  follows  that  rules  cannot  be  uniform  nor  of  cast  iron  inflexibility.  That 
is  the  beauty  of  commission  regulation.  They  can  modify,  revise,  readjust  and 
in  general  suit  the  means  to  the  required  end  without  working  hardshij)  on  any 
one:  whereas  legislative  enactments  are  generally  carried  out  to  the  letter,  regard 
less  of  who  is  being  hurt  by  so  doing.  The  excellent  work  done  in  the  past  few 
years  in  rules  for  service  is  one  of  the  most  hopeful  signs  of  how  generally  the 
spirit  of  progress  is  pervading  the  industry." 


MUNICIPALITIES 

840— Public  Operation. 

Municipal  Owner.ship  of  Street  Railways  in  the  District  of 
Columbia.  Amended  Report  of  the  Committee  on  the  District  of 
Columbia,  Committed  to  a  Committee  of  the  Whole  House,  July  14, 
1914,  35  pages. 

The  Committee  on  the  District  of  Columbia,  to  which  was  referred  the  bill 
(H.  R.  lolOI)  to  i)rovide  for  the  accjuisition,  ownership  and  operation  by  the 
Commissioners  of  the  District  of  Columbia  of  all  the  street  railroads  located  in 
the  District  of  Columbia,  have  submitted  an  amended  report,  prepared  by  IVIi'. 
Crosser,  recommending  that  the  bill  be  favorably  passed  upon  by  the  House. 

840 — Public  Operation. 

The  Cleveland  jXIunicipal  Electric  Plant.  Letters  by  Willia.m 
D.  Kerr  and  F.  W.  Ballard.  Engineering  News,  October  15,  1914, 
page  793. 

The  letter  bj'  Mr.  Kerr  is  a  reply  to  the  editorial  article  on  Cleveland's  new 
municipal  electric  plant  in  the  issue  of  July  30.     (See  o  Rate  Research,  304.) 

In  the  rejily  it  is  stated  that  the  Cleveland  municipal  plant  is  not  embarking  on 
the  business  of  supplying  the  entire  jjcople  of  Cleveland  with  elect r city.  It  is 
undertaking  to  supply  a  few  people  and  it  is  in  a  position  to  pick  its  own  territory 
and  its  own  customers. 

The  fact  seems  to  be  that  the  3  cent  maximum  rate  is  a  fiction,  in  that  its  applica- 
tion is  to  be  restricted  by  limiting  the  customers  to  whom  service  is  rendered. 
Some  selective  device  must  be  employed,   as  admittedly   there   is  not   enough 


6         Rate     Research  63 


capacity  for  the  entire  city.  It  is  nut  competition  tor  a  nuiuicipality  to  set  n\i 
an  electric  plant  to  take  the  cream  of  the  business  of  a  private  company.  Rather 
it  is  a  modern  form  of  highway  robbery.  The  duty  to  serve  entire  communities 
is  a  heavy  responsibility  resting  on  central  station  companies,  which  must  inevit- 
ably affect  the  rate  so  long  as  there  are  material  differences  in  the  use  made  of 
the" facilities  by  different  classes  of  con.sumers.  The  City  of  Cleveland  is  imposing 
a  heavy  responsibility  on  all  of  its  citizens  for  the  supposed  benefit  of  a  favored 
few  in  an  enterprise  which  will  redound  ultimately  to  the  disadvantage  of  all. 
through  the  violation  of  an  economic  law  that  monopoly  most  advantageously 
can  conduct  a  business  characterized  by  increasing  retm-ns. 

Mr.  Ballard  says  that  the  foregoing  criticisms  are  based  ui)on  two  erroneous 
assumptions:  The  area  supplied  by  the  new  municipal  plant  is  not  so  restricted, 
and  there  is  a  minimum  charge  of  51)  cents  per  customer,  intended  to  cover  the 
cost  of  billing  and  collecting. 

840— Public  Operation. 

Some  Result.s  of  Seattle's  Municipal  Railway.  SU)ne  and  Webster, 

4  pages,  October,  1914,  page  264. 

.statistics  taken  from  the  financial  statement  issued  by  the  city's  department  of 
public  utilities  and  the  comptroller's  office  are  given  showing  that  the  loss  in 
operating  .Seattle's  two  munici])al  railway  lines  to  July  31  has  been  continued 
during  August.  The  fact  is  e.si)ecially  noteworthy,  for  in  the  same  week  that  the 
city  comptroller's  office  announced  the  first  official  figures  regarding  the  opera- 
tion of  the  new  municipal  venture,  the  city  council,  in  its  tax  budget  for  1915, 
announced  that  nothing  would  have  to  be  levied  for  the  operation  of  the  municipal 
railway,  as  the  total  expen.se  of  operation  for  the  year,  would  amount  to 
$66,985.50,  and  that— strangely  enough— the  total  revenues  would  amount  to 
identically  the  same  simi.  namely,  .'$66,985.50. 

840 — Public  Operation. 

Report  on  Seattle  AIunktpal  System,   2  pages.   Electrical   Worhl, 

October  10,  1914,  page  705. 

The  lighting  department  of  the  City  of  Seattle  issued  its  second  report  for  the 
years  1912  and  1913.  Shortly  after  the  issuance  of  the  report  complaint  was  made 
"that  the  hydro-electric  cost"  data  and  much  of  the  other  information  given  in 
it  were  not" founded  on  facts.  The  matter  was  investigated.  Various  criticisms 
of  the  report  are  set  forth,  together  with  the  answers  of  the  superintendent  of 
the  plant  defending  his  figures. 

GENERAL 

750 — Comparative  Company  Data, 

Massachu.setts  Lighting  Companies  Compared.  Electrical  Review 
afid  Westerri  Electrician,  October  17,  1914,  page  749. 

A  study  of  the  statistics  given  in  the  returns  of  ^Massachusetts  electric  lighting 
companies  for  the  year  ended  June  30.  1914,  shows  that  marketl  gains  have  been 
made  in  volume  of  electricity  generated  and  in  the  .several  departments  of  distri- 
bution. .Some  of  the  companies  show  a  larger  ratio  of  oi)erating  expense  to  gross 
earnings  than  they  did  for  the  year  before,  but  the  growth  in  business  provides 
for  the  larger  proportion  of  outgo,  and  the  conservative  policy  on  which  the 
Massachusett.s  companies  are  conducted  makes  them  notably  safe  busiiiesses. 
and  their  securities,  with  scarcely  an  e.xception,  well  above  par  value  in  the 
investment  market.  A  table  is  included  in  the  article  showing  comparative  data 
for  seven  leading  Massachusetts  electric  lighting  companies  for  the  year  enduig 
June  30,  1914. 
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788 — Service  Rules. 

Standardized  Service  Connection  Practices,  by  Harvey  E.  Hem- 
ENWAY.  Electrical  Reinew  and  Western  Electrician,  2  pages,  October 
17,    1914,    page   747. 

Suggestions  are  given  pertaining  to  line  extensions,  service  connections,  wiring 
requirements,  service  entrances,  meters  and  provisions  for  motors  and  other 
devices  consuming  considerable  current.  These  suggestions  are  intended  to 
serve  as  a  guide  in  the  formulation  of  standard  rules  of  practice.  "Central 
stations  should  adopt  standard  practices  regarding  the  connection  of  consumers 
to  their  lines.  That  is,  they  shouhl  compile  and  follow  certain  set  rules  relating 
to  the  making  of  service  connections  and  should  connect  no  consumer  until  liis 
installation  has  satisfied  these  rules.  Most  of  the  large  central  stations  have 
standardized  their  usages  in  this  respect;  hut  by  far  the  majority  of  the  smaller 
ones  have  not.  This  is  likely  to  cause  them  diflficulties,  because  there  should 
be  no  discrimination  between  consumers.  One  consumer  should  receive  precisely 
the  same  consideration  as  any  other.  The  suggestions  given  will  not,  without 
modification,  apply  to  every  case,  but  they  will  at  lea.st  serve  as  a  guide  to  assist 
in  the  formulation  of  methods  that  will  satisfy  any  specific  condition.'' 

980— Public  Relations. 

Electric  Railway  Securities  from  the  Companies'  Standpoint, 
by  Calvert  Townley.  Read  Before  the  American  Electric  Railway 
Association,  Held  at  Atlantic  City,  N.  .!.,  October  12-16,  1914.  Pam- 
phlet, 9  pages 


^s. 


The  importance  of  securing  for  the  electric  railway  industry  the  proper  support 
of  a  sound  and  stable  public  opinion  is  clearly  demonstrated.  Great  harm  can  be 
done  the  industry  by  the  false  statements  loudly  proclaimed  and  oft  repeated, 
maligning  the  company's  dealings  with  the  public,  past  and  present.  The  people 
served,  as  well  as  the  companies,  are  interested  in  the  continued  welfare  of  the 
industry.  In  order  to  obtain  the  increase  in  street  railway  investments  necessary 
to  provide  for  the  proper  growth  of  the  industry,  a  better  understanding  with  the 
public  must  be  secured.  The  terms  upon  which  securities  can  be  issued  are 
largely  under  the  control  of  commissioners  who  are  rei)resenting  the  public  or 
the  customers,  rather  than  the  companies.  Publicity  should  attempt  to  firmly 
establish  in  the  public  mind  certain  fundamental  economics  which,  stated  very 
briefly,  are:  First.  Railways  must  grow  with  the  communities  they  serve. 
They  are  by  no  means  completed  entities  which  simply  have  to  be  operated  and 
maintained.  Their  growth  cannot  occur  unless  a  continued  supply  of  new  capital 
is  available  from  outside  sources.  Second.  Security  selling  is  competitive,  just 
as  is  that  of  all  merchandise.  Investors  have  to  be. solicited  to  buy  street  r.ailway 
bonds.  Capital  has  been  aptly  likened  to  a  fluid.  It  can  no  more  be  legislated 
into  unremunerative  channels  than  an  Act  of  Congress  can  make  water  nui  up 
hill.  Third.  Financial  and  commercial  conditions  change.  A  rate  of  return 
that  may  be  attractive  today  may  be  (luite  inadeciuate  five  years  hence,  or  perhaps 
even  ne.xt  year,  so  that  no  man,  however  wise,  can  today  predict  the  future,  much 
less  name  hard  and  fast  rates  of  return  that  we  can  know  will  continue  to  attract 
investors  for  a  long  term  of  j-ears. 

Now,  if  the  man  on  the  street  can  be  made  to  absorb  and  believe  these  facts,  he, 
his  legislators,  congressmen  and  public  service  commissioners  will  know  that  in 
just  so  far  as  their  desire  to  make  one-sided  bargains  with  trolley  properties  leads 
them  to  reduce  profits  and  make  trolley  securities  less  attractive  will  capital 
cease  to  flow  into  extensions  and  the  growth  of  the  affected  communities  will  be 
throttled. 
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For  statement  of  facts  and   opinions  contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
ARIZONA 

132 — Protection  from  Competition. 

Application  of  the  International  Gas  Company,  For  Permission  to 
Exercise  Franchise.  Decision  of  the  Arizona  Corporation  Com- 
mission, Granting  the  Certificate  of  Public  Convenience  and  Necessity. 
September  12,  1914. 

"The  International  Gas  Company,  applicant  herein,  desires  to  engage 
in  the  manufacture  and  distribution  of  electric  energy  in  a  field 
already  served  to  the  greater  extent  by  the  Nogales  Electric  Light, 
Ice  and  Water  Comapny.  Thus,  the  application  in  this  case  involves 
in  addition  to  the  ordinary  features  of  an  application  for  a  certifi- 
cate of  convenience  and  necessity,  the  consideration  of  the  rights 
and  status  of  a  company  desiring  to  enter  a  field  in  which  a  similar 
company  is  already  established. 

"Following  the  precedent  made  by  the  California  Railroad  Commis- 
sion in  cases  similar  to  the  one  at  bar,  we  desire  to  announce  the 
rule  that  the  existing  utility  and  the  applicant  are  to  be  judged  as 
of  the  time  when  the  application  is  filed. 

"A  company,  doing  business  of  the  kind  proposed  by  the  applicant, 
cannot  logically  expect  to  enter  the  territory  served  by  a  rival  com- 
pany, basing  its  reasons  for  so  doing  solely  on  reduced  rates.  To 
entitle  such  a  company  to  the  consideration  of  this  commission, 
even  where  more  important  factors  enter,  it  should  show  that  the 
proposed  rates  are  reasonable,  where  the  public  served  is  concerned, 
and  represent  a  reasonable  rate  of  return  upon  the  property  used 
and  useful  in  the  operation  of  the  business.     .     .     ." 

The  rates  offered  by  the  companies  are  shown  for  comparison  (see 
page  69)  and  the  Commission  says: 

"It  takes  but  a  casual  examination  of  these  tables  to  ascertain  that 
the  proposed  rates  are  a  marked  reduction  over  present  and  existing 
rates,  and  not  a  mere  shading  calculated  to  find  approval." 

The  present  company  has  no  day  load  and  has  not  met  the  demand 
for  power  service. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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''If  the  established  utility  was  in  position  to  furnish  adequate  and 
satisfactory  service  at  reasonable  rates,  equity  and  the  general  trend 
of  commission  decisions  would  at  once  make  clear  our  duty  in  the 
premises,  as  it  is  entirely  within  the  scope  of  the  Commission  to  en- 
force good  service  and  reasonable  rates  within  the  limits  of  the  plant's 
capacity.  If  a  territory  is  efficiently  served  and  the  utility  has,  to 
the  very  best  of  its  ability,  rendered  reasonable  treatment  to  its 
consumers,  we  will  be  extremely  reluctant  to  allow  competition, 
believing  that  ordinarily  the  distribution  of  electric  energy  is  essen- 
tially and  rightly  monopolistic  in  its  application.  We  are  aware 
that  competition  in  electric  lighting  is  likely  to  occasion  evils  which 
may  not  be  apparent  on  the  surface  of  affairs,  but  which  more  than 
offset  temporary  rate  reductions  offered  by  rival  companies,  and 
it  is  our  policy  to  test  most  carefully  any  application  involving  com- 
petition, that  we  may  determine  whether  public  convenience  and 
necessity  can  be  best  subserved  by  the  granting  of  such  an  order. 

"Again  following  the  able  precedent  established  by  the  California 
Railroad  Commission,  we  announce  that  one  of  the  few  cases  where 
competition  will  be  allowed  is  where  the  competitor  can  more  ade- 
quately furnish  the  commodity  used  at  substantially  lower  rates  than 
those  accorded  by  the  existing  company.  The  improvement  of 
service  and  the  reduction  of  rates  must  be  of  such  considerable  scope 
that  the  public  interests  demand  such,  and  no  makeshift  created  for 
the  purpose  of  according  cut-throat  competition.  Competition 
does  not  necessarily  mean  duplication  unless  the  territory  served  is 
completely  served,  and  in  the  case  at  bar,  we  find  no  element  of 
competition  relative  to  power  in  particular. 

"In  the  case  before  us,  the  record  contains  a  mass  of  testimony  to 
the  effect  that  the  Nogales  Electric  Light,  Ice  and  Water  Company 
is  not  maintained  in  a  manner  making  possible  a  satisfactory  or 
adequate  distribution  of  electrical  energy,  and  that  the  company  is 
operating  without  expressed  authority  from  the  Town  of  Nogales, 
Arizona.  We  do  not  regard  this  latter  point,  regarding  franchises 
or  want  of  franchise,  as  material  in  the  conclusions  to  be  made  here- 
in, but  prefer  at  this  time  to  discuss  service.     ..." 

The  present  company  admits  that  its  service  is  inadequate  and  its  plant 
obsolete,  but  states  that  the  installation  of  a  new  plant  is  contemplated. 

"In  conclusion,  we  believe  that  the  incumbent  company  is  not 
equipped  to  provide  adequate,  safe  and  satisfactory  service,  nor 
has  it  given  proper  ser^•ice  for  several  years  past.  The  inadequate 
and  obsolete  condition  of  the  present  plant,  the  substantial  increase 
of  prevailing  rates  over  the  rates  proposed  by  the  applicant,  the 
extension  of  service  and  development  of  new  territory  by  the  appli- 
cant, compel  the  belief  on  the  part  of  this  Commission,  that 
the  public  convenience  and  necessity  thereof,  demand  that  the 
applicant  be  allowed  to  manufacture,  generate  and  distribute  elec- 
trical energy  therein,  and  that  the  applicant  be  permitted  to  exercise 
the  rights  given  by  its  franchise." 
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720— Rate  Schedules. 

The  rates  charged  l)y  the  company  serving  the  territory  concerned  and 
the  rates  proposed  by  the  applicant  company  are  set  forth  in  the  decision. 
The  rates  of  the  Nogales  Electric  Light,  Ice  and  Water  Company,  re- 
arranged in  the  Rate  Research  form,  are  as  follows: 

DOMESTIC  LIGHTING. 

Rate. 

20  cents  per  kilowatt-hour. 

Quantity  Discounts. 

10%  off  on  bills  of  $10.00  and  up  to  .S20.00. 
20%  off  on  bills  of  $20.00  and  up  to  $30.00. 
30%  off  on  bills  of  $30.00  and  more. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

BUSINESS  LIGHTING. 

Peak  load  consumption. 
Rate. 

20  cents  per  kilowatt-hour. 

Quantity  Discovmts. 

10%  off  on  bills  of  $10.00  and  up  to  $20.00. 
20%  ofT  on  bills  of  $20.00  and  up  to  $30.00. 
.30%  off  on  bills  of  $30.00  and  more. 

Minimiun  Charge. 

$1.00  per  month  per  meter. 

Off  peak  consumption. 
Rate. 

Stores  and  other  business  places  closing  at  midnight,  12  cents  per  kilowatt- 
hour. 
Stores  and  other  business  places  closing  at  3  A.  M.  or  after^  10  cents  per  kilowatt- 
hour. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

MUNICIPAL  LIGHTING  RATES. 

All  night  schedule. 
Rate. 

$8.50  per  month  per  250  watt  Mazda  lamp. 

.$.5.00  per  month  per  1.50  watt  Mazda  lamp. 

.$3.00  per  month  per  100  watt  Mazda  lamp. 

$1.50  per  month  per    25  watt  Mazda  lamp. 

FLAT  RATES. 

Churches  and  Clergy. 

Rate. 

$1.50  per  month  per  consumer. 
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Domestic  Lighting. 

Rate. 

$1.75  for  1  light  per  month. 

$1.25  per  light  for  2  lights  per  month. 

$1.15  per  light  for  3  lights  or  more  per  month. 

Commercial  Lighting. 

Rate. 

$1.75  for  one  light  per  month. 

$1.50  per  light  for  2  lights  or  more  per  month. 

The  proposed  rates  of  the  International  Gas  Company  are  as  follows : 

LIGHTING  RATES. 

Rate. 

12  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  consumed  in  any  one 
month. 

11  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  in  any  one 
month. 

9  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  in  any  one 
month. 

7  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  consumed  in  any  one 

month. 

6  cents  per  kilowatt-hour  for  the  next  250  kilowatt-hours  consumed  in  any  one 

month. 

5  cents  per  kilowatt-hour  for  the  next  250  kilowatt-hours  consumed  in  any  one 

month. 

4  cents  per  kilowatt-hour  for  all  over  1000  kilowatt-hours  consumed  in  anj'  one 

month. 

Minimum  Charge. 

$1.00  per  month  per  meter. 

POWER  RATES. 

Rate. 

10  cents  per  kilowatt-hour  for  the  first     100  kilowatt-hours  consumed  in  any  one 
month. 

9  cents  per  kilowatt-hour  for  the  nexi     100  kilowatt-hours  consumed  in  any  one 
month. 

8  cents  per  kilowatt-hour  for  the  next    100  kilowatt-hours  consumed  in  any  one 

month. 

7  cents  per  kilowatt-hour  for  the  next    20C  kilowatt-hours  consumed  in  any  one 

month. 

6  cents  per  kilowatt-hour  for  the  next    250  kilowatt-hours  consumed  in  any  one 

month. 

5  cents  per  kilowatt-hour  for  the  next    250  kilowatt-hours  consumed  in  any  one 

month. 

4  cent  per  kilowatt-hour  for  all  over  1000  kilowatt-hours  consumed  in  any  one 
month. 

Minimum  Charge. 

$1.50  per  month  for  2  H.  P.  motors  or  less. 
75  cents  per  month  for  each  additional  H.  P. 
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MASSACHUSETTS 

300— Investment  and  Return. 

Application  of  ^Municipal  Liglit  Board  and  the  Manager  of  the  Reading 

Municipal  Light  Plant,  for  Authority  to  Charge  Prices  Alleged  to 

be  Less  than  Cost.    Decision  of  the  Board  cf  Gas  and  Electric  Light 

Commissioners.    Consenting  to  the   Prices   in    Question.     October   6, 

1914. 

The  applicants  submitted  certain  rates  for  power,  and  for  heating  and 

cooking  service  which  are  alleged  to  be  less  than  the  cost  of  service. 

"At  the  hearing  it  appeared  that  a  sharp  difference  of  opinion  had 
arisen  as  to  the  policy  pursued  and  to  be  pursued  in  the  conduct  of 
the  plant's  business.  The  advisability  of  having  entered  upon  the 
supply  of  electricity  in  other  towns  was  questioned.  Doubt  was 
expressed  as  to  whether  the  plant  investment  had  not  increased  more 
rapidl>'  than  was  justified  in  the  interest  of  the  town,  and  the  sale  at 
so  low  rates  of  so  much  electricity  in  proportion  to  the  total  output 
was  criticized.  It  seemed,  also,  to  be  conceded  by  all  that  the  elec- 
tricity furnished  to  the  town  for  street  lights  was  not  paid  for  by  the 
taxpayers  at  cost  as  defined  by  the  statute.  Some  of  the  questions 
raised,  however,  as  to  the  amount  of  investment  and  the  esxtent  of 
territory  which  the  plant  shall  serve,  seem  to  have  already  been  con- 
clusively settled  by  the  town  under  specific  legislative  authority  The 
issue,  therefore,  in  this  case  is  not  as  to  the  reasonableness  of  the 
different  prices  already  established,  or  even  as  to  their  fairness  as 
between  different  customers  or  groups  of  customers,  but  rather  as 
to  the  expediency  of  consenting  to  certain  prices  which  are  less  than 
cost  as  defined  by  the  statute." 

410 — Cost  of  Service. 

"Before  discussing  the  facts  which  are  pertinent  to  this  issue,  it  seems 
desirable  to  point  out  that  the  language  of  the  statute  prescribes  ex- 
plicitly the  method  for  determining  cost.  It  must  include  all  operat- 
ing expenses,  interest  on  the  plant  investment  at  the  rate  paid  upon 
the  debt  incurred  therefor,  the  maturmg  debt  requirements  and 
depreciation  reckoned  at  not  less  than  3  per  cent,  upon  the  cost  of 
the  plant;  all  electricity  used  by  the  town  must  be  charged  at  cost. 
In  applying  these  requirements  to  the  fixing  of  a  price  the  Legisla- 
ture apparently  intended  by  the  term  "cost"  the  average  cost  com- 
puted upon  the  total  units  or  kilowatt  hours  delivered  for  all  uses. 
Such  interpretation  necessarily  gives  no  consideration  to  any  dif- 
ferences in  cost,  which  may  exist  between  customers  or  groups  of 
customers,  growing  out  of  differences  in  character  or  conditions  of 
supply.  If  such  differences  which  are  not  micommon,  result  in  actual 
and  substantial  differences  in  cost,  the  statutory  requirement  becomes 
so  entirely  arbitrary  as  to  have  compelled  the  Legislature  to  recognize 
that  some  departure  from  the  strict  interpretation  of  the  rule  laid 
down  may  be  made  with  advantage  to  both  the  public  and  private 
interest  involved." 
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It  is  pointed  out  that  lighting  service  and  power  service  have  different 
characteristics. 

"Because  of  these  characteristics  it  is  generally  agreed  that,  broadly 
speaking,  the  unit  cost  of  electricity  delivered  for  power  is  usually 
materially  less  than  that  delivered  for  light  and  this  difference  has 
been  made  the  justification  for  lower  prices  for  power  than  for  light, 
notwithstanding  the  great  difficulty,  perhaps  impossibihty,  of  accur- 
ately demonstrating  the  actual  difference  in  cost  for  any  individual 
customer." 

450-  Value  of  Service  Theory. 

"For  this  reason,  and  because  of  the  fact  that  customers  for  power 
can  readily  supply  themselves  in  other  ways,  power  prices  have 
doubtless  been  often  determined  by  what  the  manager  of  a  plant 
thought  could  be  charged  and  command  the  business  rather  than 
by  any  very  definite  analysis  of  costs.  Unless  prices  thus  made  are 
unreasonably  low,  the  increased  output  secured,  if  without  a  corre- 
sponding increase  of  investment,  has  a  tendency  to  decrease  average 
unit  costs,  with  resulting  reductions  in  prices,  for  light." 

612    Power. 

"The  prices  for  power,  which  have  already  been  quoted,  are  con- 
cededly  less  than  cost  as  defined  by  the  statute,  with  the  possible 
exception  of  the  base  price  and  one  or  more  of  the  higher  figures  in 
the  schedule,  at  which  rates  little,  if  any,  electricity  is  likely  to  be  sold. 
From  the  standpoint  of  the  power  customer  they  may  not  be  low. 
If  electrictity  is  to  be  sold  at  all,  prices  as  low  as  those  in  the  schedule 
must  probably  be  continued.  As  a  matter  of  fact,  under  them  the 
output  for  power  has  been  substantially  increased,  and,  although 
their  full  effect  may  not  yet  be  realized  it  has  apparently  been  of 
advantage  to  the  business  as  a  whole. 

"It  may  also  be  proper  to  add  that  the  lowest  rate  offered  under  this 
schedule  shows  little,  if  any,  margin  over  the  bare  manufacturing 
cost  of  the  current,  and  therefore  the  management  is  bound  to  watch 
over  the  development  of  the  power  business  and  the  effect  of  such 
rates  upon  the  entire  operation  of  the  plant  with  especial  care,  in 
order  that  no  electricity  shall  be  sold  at  an  actual  loss  and  an  undue 
burden  be  thus  imposed  upon  the  taxpayers  or  any  class  of  customers." 

614 — Heating  and  Cooking. 

"The  question  with  respect  to  the  heating  and  cooking  rates  is  similar. 
It  appeared  that  comparatively  little  electricity  has  been  sold  under 
this  rate,  and  it  is  quite  evident  that  no  electricity  would  be  sold  for 
this  purpose  at  a  rate  as  high  as  the  cost  computed  under  the  statute. 
In  fact,  the  price  at  which  electricity  can  be  sold  for  this  purpose 
seems  to  have  little  to  do  with  its  cost,  but  depends  rather  upon  its 
value  to  the  customers.  Moreover,  because  of  the  circumstances  of 
its  use  for  this  purpose,  it  may  under  some  conditions  be  furnished 
materially  below  cost,  as  defined  in  the  statute,  without  actual  loss 
to  the  plant.     The  propriety  of  trying  to  obtain  this  class  of  business 
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involves  at  the  outset  largely  considerations  of  commercial  expe- 
diency. Up  to  the  present  time  the  volume  of  the  business  under 
this  rate  appears  to  have  been  too  small  to  have  had  any  material 
effect  either  on  the  operations  of  the  plant  or  its  revenues.  If  it 
results  in  increasing  output  without  proportionately  increasing  in- 
vestment, the  experiment  will  in  a  measure  be  justified.  There  was 
some  indication  at  the  hearing  that  this  rate  had  been  allowed  for  the 
use  of  irons  and  other  small  heating  and  cooking  devices.  While 
probably  few  will  avail  themselves  of  the  rate  for  this  purpose  because 
of  the  minimum  charge,  it  is  doubtful  whether  commercial  necessity 
or  expediency  requires  other  than  regular  rates  for  such  devices  in 
cases  where  the  volume  of  such  business  is  relatively  small." 

720— Rate  Schedules. 

The  lighting  rate  in  Reading  is  10  cents  net  or  10.8  gross. 

The  rates  submitted  by  the  municipality  and  approved  by  the  Board 
are  as  follows: 

Rate.  POWER 

8    cents  per  kilowatt-hour  for  200  kilowatt-hours  or  less. 

7  cents  per  kilowatt-hour  for  from  201  to  300  kilowatt-hours. 
6  cents  per  kilowatt-hour  for  from  310  to  400  kilowatt-hours. 
5  cents  per  kilowatt-hour  for  from  401  to  500  kilowatt-hours. 
4j  cents  per  kilowatt-hour  for  from  501  to  750  kilowatt-hours. 
4  cents  per  kilowatt-hour  for  from  751  to  1,000  kilowatt-hours. 
3h  cents  per  kilowatt-hour  for  from   1,001  to    1,500  kilowatt-hours. 

3  cents  per  kilowatt-hour  for  from  1,501  to  10,000  kilowatt-hours. 
2k  cents  per  kilowatt-hour  for  over  10,000  kilowatt-hours. 

HEATING  AND  COOKING  RATE. 

Current  used  for  cooking  and  heating,  when  metered  separately. 

Rate. 

4  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

10  per  cent,  if  paid  on  or  before  the  15th  of  the  month  following  the  date  of 
the  bill. 

KANSAS 

300 — Investment  and  Return. 

Application  of  the  ExMporia  Telephone  Company  to  change  its  Rate 
for  Four-Party  Service.  Decision  of  the  Kansas  Public  Utilities 
CoMMissiOxN',  Dismissing  the  Application.     July  23,  1914. 

The  company  submitted  data  to  show  the  cost  of  furnishing  the  class 
of  service  in  question. 

"It  is  impossible  to  fix  rates  for  any  given  class  of  service,  based  on 
testimony  such  as  is  presented  in  this  case.  The  Commission  believes 
it  to  be  impossible  to  fix  rates  on  any  given  class  of  service,  without 
taking  into  consideration  the  entire  operation  and  value  of  the  plant, 
which  has  not  been  done  in  this  case     .     .     . 
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The  Commission  points  out  that  the  data  are  inadequate  and  that 
any  attempt  to  allocate  the  cost  of  a  particular  class  of  service  would 
result  in  an  unreliable  estimate. 

"In  addition  to  these  facts,  it  has  been  repeatedly  held  by  the  courts, 
that  the  question  as  to  whether  or  not  the  rate  on  any  one  given 
class  of  service  is  compensatory  or  not,  is  not  the  vital  question. 

"It  is  a  well  established  legal  fact  that  the  sufficiency  of  any  rate 
of  a  utility  should  be  governed  by  the  amount  of  its  total  operating 
revenues  and  total  legitimate  expenditures.  The  reason  for  this 
rule  is  evident,  when  we  consider  the  impossibility  of  reaching  an 
equitable  conclusion  in  a  case  such  as  the  one  before  us,  where  there 
is  a  wide  range  of  testimony,  all  of  which  must  be  based  on  arbi- 
trary assumptions. 

"The  testimony  shows  that  this  petitioner  and  the  city  of  Emporia 
have  been  in  a  long  and  extended  legal  controversy,  and  there  is  intro- 
duced in  evidence  a  copy  of  a  signed  stipulation  between  the  con- 
tending parties,  which  recites,  in  part,  that  the  pending  suit  in  the 
District  Court  of  Lyon  County,  Kansas,  is  to  be  dismissed  with 
prejudice  at  the  cost  of  defendant;  that  the  Emporia  Telephone 
Company  agrees  to  pay  to  the  city  of  Emporia  the  sum  of  $100  per 
month,  commencing  on  the  first  day  of  January.  1914,  and  continu- 
ing for  a  period  of  five  years,  which  payment,  is  to  be  in  lieu  of  any 
pole  rental  tax,  or  any  tax  for  the  use  and  occupation  by  said  com- 
pany, of  the  streets,  alleys  and  public  grounds  of  said  city,  during 
said  period  of  five  years;  and  it  is  also  agreed  that,  in  consideration 
of  the  foregoing,  the  rate  of  81.25  per  month  for  party  line  service, 
which  is  asked  for  by  the  petitioner  in  this  case,  will  not  be  contested 
by,  or  objected  to  by  the  said  city  of  Emporia;  and  if  the  Public 
Utilities  Commission  shall  not  approve  the  said  party  rate  of  SI. 25 
to  become  effective  April  1,  1914,  then  this  agreement  shall  in  all 
respects  forthwith  cease  and  determine  and  be  of  no  force  or  effect. 

220 — General  Powers  cf  Commissions 

■'This  Commission  has  repeatedly  held  that  it  is  an  administrative 
Ijody,  rather  than  a  judicial  one.  It  is  an  established  principle  of 
law  that  the  city  of  Emporia  has  the  legal  right  to  assess  pole  rental 
tax,  or  tax  for  the  use  and  occupation  of  its  streets  and  alleys  against 
the  Emporia  Telephone  Company;  but  the  courts  have  held  that 
such  a  tax  must  be  fair  and  reasonable. 

"It  is  the  province  of  the  court  rather  than  of  this  Commission  to 
pass  upon  the  fairness  and  reasonableness  of  the  payment  of  the 
sum  of  SlOO  per  month  by  this  petitioner  to  the  city  of  Emporia,  as 
provided  for  in  the  contract  above  referred  to;  and  the  Commission 
would  nmch  prefer  not  to  express  any  opinion  in  the  matter.  How- 
ever, since  the  approval  of  this  Commission  is  a  condition  precedent 
to  the  operation  and  enforcement  of  the  contract,  it  seems  necessary 
to  pass  upon  that  question." 
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380— Taxation. 

"Any  such  tax,  or  similar  expenditures  out  of  the  ordinary,  paid  by 
any  telephone  company,  naturally  and  logically  falls  finally  upon 
that  portion  of  the  public  using  the  telephone  service. 

381— City. 

''It  is  unquestionably  true  that  any  tax  paid  by  a  telephone  company 
to  a  city  greater  than  is  borne  by  other  property,  adds  just  that  much 
additional  burden  to  the  users  of  the  telephone  service.  The  Com- 
mission feels  that  in  this  case  the  necessity  for  raising  additional 
funds  to  carry  out  the  contemplated  contract,  herein  referred  to  has 
prompted  this  petitioner  to  file  this  petition  for  increase  of  rates  for 
this  particular  class  of  service.  The  provision  of  the  contract,  as  to 
the  payment  of  $100  per  month  to  the  city  of  Emporia  by  the  tele- 
phone company  is  not  fair  and  reasonable.  On  the  contrary,  it  is  an 
exorbitant  sum,  and  the  Commission  will  therefore  not  approve  the 
petition  for  increased  rates,  believing  if  it  did  so  that  the  four-party 
line  subscribers  alone  wih  be  compelled  to  pay  this  unreasonable  tax." 


COURT  DECISIONS 

WEST  VIRGINIA 

300 — Investment  and  Return. 

Manufacturers'  Light  and  Heat  Company  v.  Ott  et  al,  Public 
Service  Commission  of  West  Virginia,  Applying  for  a  Temporary  In- 
junction to  Enjoin  the  Commission  from  Putting  in  Effect  a  Reduction 
in  Rates.  Decision  of  the  District  Court,  N.  D.  West  Virginia, 
Denying  the  Application.     July  29,  1914.     215  Federal  940. 

The  Public  Service  Commission  of  West  Virginia  made  an  order,  April 
22,  1914,  fixing  rates  for  natural  gas  furnished  in  the  state  of  West  Vir- 
ginia by  Manufacturers'  Gas  Company,  Tri-State  Gas  Company,  Wheel- 
ing Natural  Gas  Company,  Ohio  Valley  Gas  Company,  Blackville  Oil, 
and  Gas  Company,  Cameron  Gas  &  Oil  Company,  Wetzel  Gas  Company 
and  New  Cumberland  Water  &  Gas  Company.  The  application  calls 
in  question  before  the  court  the  legality  of  the  action  of  the  Commis- 
sion and  alleges  that  the  rates  fixed  are  unreasonable. 

220 — General  Powers  of  Commissions. 

"The  Statute  creating  the  Public  Service  Commission  and  prescribing 
its  powers  and  duties  enacted  February  20,  1913,  is  attacked  on  the 
grounds  that  it  confers  legislative,  executive  and  judicial  powers  and 
unites  the  three  forms  of  power  in  one  Commission,  contrary  to  the 
Constitution  of  the  state.  Detailed  analysis  of  the  statute  is  not  re- 
cjuired  to  show  that  it  is  in  no  essential  particular  unlike  the  numer- 
ous similar  statutes  which  have  been  sustained  by  the  courts.  It 
confers  the  power  to  investigate  and  ascertain  if  the  public  service 
corporations  of  the  kind  named  in  it  are  charging  reasonable  rates, 
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as  a  means  of  fixing  reasonable  rates  for  the  future;  but  no  judicial 
power  is  conferred  to  adjudge  damages  or  other  relief  for  making 
unreasonable  charges  or  for  other  violations  of  law.  The  provisions 
for  appeal  from  the  orders  of  the  Commission  to  the  Supreme  Court 
of  the  state  does  not  connote  judicial  power  in  the  Commission.  The 
point  is  decided  by  the  Supreme  Court  of  the  state  in  United  Fuel 
Co.  V.  Public  Service  Commission  (W.  Va.)  80  S.  E.  931,  holding 
that  the  appeal  provided  only  meant  to  enlarge  somewhat  the  power 
before  exercised  under  the  writs  of  mandamus  and  prohibition ;  that 
under  it  the  court  could  not  review  any  act  of  the  Commission  falling 
within  the  scope  of  its  power;  that  the  court's  action  must  be  judicial 
in  holding  the  Commission  within  its  sphere  as  prescribed  by  the 
statute  and  limited  by  the  statute,  the  Constitution  of  the  state,  and 
the  Constitution  of  the  United  States,  as  distinguished  from  the 
limited  administrative  power  of  the  Commission.  The  powers  of 
the  Commission  have  no  feature  of  the  executive  branch  of  the  gov- 
ernment, for  it  controls  no  power  nor  machinery  for  the  enforcement 
of  its  orders.  The  Legislature  of  the  state  has  not  delegated  its 
legislative  power,  but  merely  provided  an  agency  for  carrying  out  the 
legislative  scheme  with  respect  to  public  service  corporations.  The 
statute  falls  within  the  distinction  thus  stated  by  Justice  Day  in  In- 
terstate Commerce  Commission  v.  Goodrich  Transit  Co.,  224  U.  S. 
194,  32  Sup.  Ct.  436,  56  L.  Ed.  729,  and  applied  in  many  cases: 

"  'The  congress  may  not  delegate  its  purely  legislative  power  to  a 
commission,  but,  having  laid  down  the  general  rules  of  action  under 
which  a  commission  shall  proceed,  it  may  require  of  that  Commission 
the  application  of  such  rules  to  particular  situations  and  the  investi- 
gation of  facts  with  a  view  to  making  orders  in  a  particular  matter 
within  the  rules  laid  down  by  the  Congress.'  " 
220 — General  Powers  of  Commissions. 

The  applicants  contended  that  prescribing  rates  for  natural  gas  in  West 
Virginia  is  an  unlawful  regulation  of  interstate  commerce  in  that  a  com- 
mon distribution  system  serves  customers  in  three  states,  West  Virginia, 
Ohio  and  Pennsylvania. 

''But  this  interflow  of  gas  from  one  state  to  another  according  to  the 
pressure  from  the  main  gas  pipes  as  common  reservoirs  cannot  affect 
the  power  of  the  state  of  West  Virginia  to  make  reasonable  regula- 
tions as  to  rates  for  gas  furnished  to  its  own  citizens.  West  v.  Kansas 
Gas  Co.  221  U.  S.  229,  31  Sup.  Ct.  564,  55  L.  Ed.  716,  35  L.  R.  A. 
(N.  S.)  1193,  relied  on  by  the  complainants  has  no  application,  for 
in  the  present  case  no  effort  is  made  to  prevent  the  transportation 
and  sale  of  natural  gas  from  West  Virginia  into  other  states.  It  is 
not  necessary  to  decide  whether  the  Congress  may  not  regulate 
charges  for  natural  gas  under  such  conditions,  and  under  the  well- 
known  rule  the  court  should  not  anticipate  that  question.  In  the 
present  state  of  law,  the  Congress  having  taken  no  action,  it  was 
clearly  within  the  power  of  the  state  legislature  to  provide  for  the 
protection  of  its  own  citizens  against  excessive  charges.  If  it  be  as- 
sumed that  interstate  conmierce  will  be  incidentally  affected,  yet  the 
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regulation  of  the  local  charges  of  a  natural  gas  company  as  a  public 
service  corporation  is  within  the  police  power  of  the  state  until  the 
Congress  sees  fit  to  act.  The  recent  and  full  review  of  the  subject  by 
the  Supreme  Court  in  the  ^Minnesota  Rate  Cases,  Simpson  v.  Shepard, 
230  U.  S.  352,  33  Sup.  Ct.  729,  57  L.  Ed.  1511,  48  L.  R.  A.  (N.  S.) 
1151,  leaves  no  room  for  discussion." 

240 — Commission  Procedure. 

"The  complainants  contend  with  earnestness  that  they  were  denied 
due  process  of  law  in  that:  (1)  Their  leading  counsel  was  required  by 
the  Commission  to  retire  from  the  cause;  and  in  that  (2)  the  Gov- 
ernor of  the  state  improperly  interfered  in  the  hearing,  and  the  Com- 
mission acted  in  subservience  to  his  will.  If  these  charges  be  estab- 
lished, then  the  hearing  was  inadequate  and  manifestly  unfair  and  it 
would  be  the  imperative  duty  of  the  court  to  enjoin  rates  based  on  it. 
Interstate  Commerce  Comniission  v.  L.  &  N.  R.  R.  Co.  227  U.  S.  88, 
33  Sup.  Ct.  185,  57  L.  Ed.  431;  Interstate  Commerce  Commission 
V.  Baird,  194  U.  S.  25,  24  Sup.  Ct.  563,  48  L.  Ed.  860." 

The  court  held  that  the  evidence  does  not  show  that  the  commission 
was  improperly  influenced  by  the  Governor.  The  court  also  reviewed 
the  proceedings  before  the  commission  which  caused  the  withdrawal  of 
the  Company's  Counsel.  It  appears  that  the  counsel  questioned  the  in- 
tegrity of  the  Commission  and  that  during  the  discussion  one  of  the  Com- 
missioners reciuested  that  counsel  withdraw  from  the  case.  However, 
the  Chairman  of  the  Commission  speaking  for  the  Commission  requested 
the  counsel  to  remain. 

"We  have  set  forth  the  proceedings  with  a  detail,  which  may  be 
justly  criticised  as  excessive,  because  fairness  and  integrity  of  a  Com- 
mission like  this  is  of  so  great  importance,  not  only  to  the  commis- 
sioners themselves  and  the  private  interests  concerned,  but  to  the 
public  that  courts  should  examine  charges  of  unfairness  and  lack  of 
integrity  with  scrupulous  care.  The  solemn  responsibility  of  making 
such  charges  can  only  be  justified  by  proof  of  them.  Evidently  they 
should  be  specific  and  supported  by  statements  of  the  facts  relied 
on,  verified  by  a  responsible  person.  The  charges  in  this  instance 
were  mere  conclusions  of  counsel,  no  facts  were  stated,  and  there 
was  no  verification.  The  Commission  should  have  required  verified 
allegations  against  its  members  or  a  withdrawal  of  the  charge,  as  a 
condition  of  allowing  counsel  to  proceed  in  the  cause.  The  testi- 
mony offered  entirely  failed  to  sustain  the  imputation  against  the 
Commission." 

After  Counsel  for  the  company  withdrew  the  Commission  proceeded 
with  the  hearings.  Reports  of  the  testimony  were  furnished  the  com- 
pany, but  no  testimony  was  submitted  by  the  companies.  The 
court  concludes  as  follows: 

"Under  these  circumstances  we  think  there  was  clearly  ground  for 
the  Commission  to  hold  that  sufficient  opportunity  had  been  given 
to  the  gas  companies  to  be  heard,  and  to  exercise  the  discretion  to 
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close  the  hearing.  It  is  to  be  borne  in  mind  that  it  is  not  the  province 
of  this  court  to  say  whether  the  Commission  exercised  its  discretion 
wisely,  but  to  decide  whether  it  acted  so  unreasonably  and  arbitra- 
rily as  to  deny  to  the  gas  companies  a  fair  opportunity  to  be  heard. 
There  was  opportunity  which  was  lost  for  the  want  of  diligence  and 
promptness.  The  gas  companies  took  the  chance  of  being  sustained 
in  their  refusal  to  be  represented  before  the  Commission.  We  have 
shown  they  had  no  adequate  reason  for  their  refusal  and  the  court 
can  give  them  no  relief  for  their  default." 

The  court  further  holds  that  no  evidence  has  been  submitted  sufficient 
to  show  that  the  rates  prescribed  by  the  Commission  are  unreasonable. 

244 — Rehearings  and  Appeal. 

"In  invoking  the  interference  of  this  court  with  the  actions  of  the 
duly  constituted  state  authorities  the  complainants  assumed  the 
burden  of  showing  with  reasonable  certainty  the  invasion  of  rights 
affirmed  or  conferred  by  the  Constitution  or  laws  of  the  United 
States.  The  courts  cannot  set  up  views  it  might  have  reached  of 
what  ought  to  have  been  done,  against  the  conclusions  of  the  Commis- 
sion which  have  a  reasonable  basis  of  support  in  the  evidence.  San 
Diego  Land  Co.  v.  National  City,  174  U.  S.  739,  19  Sup.  Ct.  804,  43 
L.  Ed.  1154;  San  Diego  Land  Co.  v.  Jasper,  189  U.  S.  439,  23  Sup. 
Ct.  571,  47  L.  Ed.  892;  Ex  parte  Young,  209  U.  S.  123,  28  Sup.  Ct. 
441,  52  L.  Ed.  714,  13  L.  R.  A.  (N.  S.)  932,  14  Ann.  Cas.  764. 

"Our  conclusion  is  that  the  complainants  have  failed  to  make  out  a 
prima  facie  case  of  violation  of  any  right  guaranteed  by  the  Consti- 
tution or  statutes  of  the  United  States;  and  the  application  for  a 
temporary  injunction  must  be  refused." 

REFERENCES 
RATES 

400— Rate  Theory. 

A  Resume  and  Comparison  of  Rate  Theories,  by  Stacy  Hamilton. 

Journal  of  Etectricily,  Power  avd  (}as,  8h  pages,  October  17,  1914,  page 

357  and  Concluded  in  October  24,  1914^  page  384. 

The  paper,  extract  from  which  was  given  in  5  Rate  Research  371,  is  printed  in 
full.  A  report  of  a  part  of  the  discussion  on  Mr.  Hamilton's  paper,  before  the 
Northwest  Electric  Light  and  Power  Association  is  also  given. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

Is  Regulation  Failing?    by  H.  G.  D.  Nutting.     Ih  pages  Electrical 

Review  and  Western  Electrician.     October  24,  1914.     p.  811. 

The  possibilities  of  success  or  failure  of  state  regulation  of  public  utilities  is 
discussed.  The  danger  that  commissions  will  bo  hampored  by  incomplete  laws 
and  influenced  by  the  pressure  of  public  opinion  is  pointed  out.  The  omission  of 
the  indeterminate  permit  provision  from  a  public  utility  law  hampers  the  com- 
mission and  endangers  the  interests  of  the  utilities.  The  danger  from  the 
pressure  of  public  opinion  appears   to  be   increasing.     At  first  the  people  were 
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willing  to  give  the  commission  full  sway  because  they  believed  they  had  at  last 
discovered  a  way  to  show  up  the  tremendous  profits  of  the  public  service  cor- 
porations. The  early  commissions  did  not  regulate  long  before  they  found  that 
these  "tremendous  profits"  were  fictitious.  They  fearlessly  went  ahead  regulating, 
raising  rates  in  some  cases,  and  in  some  cases  lowering  them.  In  cases  where 
they  lowered  them,  the  people  were  not  satisfied  because  they  had  not  lowered 
them  enough,  and  in  cases  where  they  raised  them,  the  people  were  loud  in  their 
criticism  of  the  commission.  On  account  of  a  natural  fear  of  public  opinion, 
commissions  are  inclined  to  favor  the  public  in  their  decisions.  If  the  people 
must  have  their  way;  if  they  required  decisions  to  always  favor  them  regardless 
of  extenuating  circumstances,  state  regulation  will  fail.  If  the  people  are  willing 
to  play  fair  and  accept  their  commission's  judgment  as  to  whether  rates  should 
be  raised  or  lowered  and  as  to  the  justice  of  any  rule  or  practice,  state  regulation 
will  succeed.  Immediately  favorable  decisions  are  not  always  ultimately  benefi- 
cial. The  public  utilities  in  a  city  contribute  more  to  the  comfort  of  its  people 
than  any  other  feature.  Consequently  public  utility  companies  should  be  fostered, 
not  fought.  Whether  or  not  state  regulation  of  public  utilities  fails  will  depend 
on  the  people  themselves.  Ultimately  the  people  have  the  last  word.  If  muni- 
cipal regulation  has  failed,  and  if  state  regulation  fails,  what  will  be  next? 

222.1 — Form  of  Accounts. 

Uniform  Classification  of  Accounts  for  Electric  Utilities.  Tent- 
ative Issue  by  the  Ohio  Public  Utilities  Commission. 

The  tentative  classification  of  accounts  for  electric  utilities  is  submitted  to  the 
companies  for  consideration,  and  conference  will  be  held  in  the  matter  November 
5,  1914.  In  making  a  classification  of  companies,  each  utility  plant  serving  a 
distinct  locality  and  separately  operated,  is  considered  a  separate  utility,  even 
though  two  or  more  such  plants  are  held  in  common  ownership,  so  that  the  cost 
of  rendering  the  service  and  the  revenue  derived  therefrom  may  be  determined 
for  each  distinct  locality.  Additional  instructions  are  included  for  miuiicipally 
owned  and  operated  utilities.     Three  accounts  are  added  for  municipal  plants: 

(1)  free  municipal  service,  credited  at  a  fair  rate  for  street  lighting  service,  etc.; 

(2)  city  investment,  an  account  which  shall  be  raised  as  representing  the  invest- 
ment of  the  municipality  in  the  utility  (exclusive  of  any  outstanding  bond  issues) 
as  if  the  city-owned  utility  had  been  financed  like  a  private  corporation;  and  (3) 
current  transactions  of  municipal  plants  with  the  city,  an  account  reflecting  either 
the  indebtedness  to  the  utility  from  the  municipality  or  from  the  utility  to  the 
municipality,  according  as  the  balance  of  the  value  of  service  (including  interest 
on  the  investment)  rendered  free  by  the  city  to  the  utility  or  by  the  utility  to  the 
city  are  the  greater.  Whether  any  actual  transfer  of  funds  be  made  by  the  utility 
to  the  general  funds  of  the  city  or  not,  the  accounts  as  herein  described  will  permit 
the  making  of  such  reports  that  the  accounts  of  the  municipallj'  owned  utility 
will  be  comparable  with  the  accounts  of  a  privately  owTied  utility. 

226.5 — Standards  of  Service. 

Standards  for  Gas  Service  in  the  West,  by  R.  S.  McBride.     4  pages, 

Journal  of  Electricity,  Power,  and  Gas,  October  24,  1914.     p.  375. 

After  a  critical  consideration  of  the  several  technical  factors  involved  in  setting 
standards  for  gas  service,  Mr.  McBride,  engineer  with  the  U.  S.  Bureau  of  Stand- 
ards, draws  valual)le  conclusions  as  to  the  points  of  difference  between  the  East- 
ern and  Western  practice  and  standards  for  gas  service,  particularly  as  regards 
heating  value. 

226.5 — Standards  of  Service. 

The  Electric  Bureau  of  the  Department  of  Public  Service,  City 

of  Chicago.  October  1,  1914,  Pamphlet,  20  pages. 

An  account  is  given  of  the  activities  of  the  Electric  Bureau  during  the  months 
of  July,  August,  and  September.  The  report  contains  a  copy  of  the  proposed 
ordinance  providing  for  the  test,  inspection,  sealing,  and  adjustment  of  electric 
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meters,  and  also  a  copy  of  the  tentative  rules  for  electric  service  of  the  State 
Public  Utility  Commission  of  Illinois  together  with  the  changes  which  the  Bureau 
considered  necessary  in  order  to  make  these  rules  adequate  to  meet  the  conditions 
in  Chicago. 

MUNICIPALITIES 

830 — Public  Ownership. 

Municipally  Owned  Utility  Plants  in  thg  State  op  Ohio.  In- 
vestigation Made  by  Members  of  the  Staff  of  the  Pubhc  Service  Pub- 
lishing Company,  September  and  October,  1914.  Pamphlets,  28  and 
27  pages,  pp.  117  to  175. 

A  statement  reporting  the  equipment,  indebtedness,  accounting  practice,  rates, 
etc.,  of  each  utility  is  given  for  a  number  of  municipally  owned  utilities  in  Ohio. 
Similar  pamphlets  issued  for  June,  July,  and  August  were  noted  in  5  Rj^te  Re- 
search 350. 

840 — Public  Operation. 

The  Toronto  H\t)RO-Electric  System.  Third  Annual  Report  of  the 
Toronto  Electric  Commissioners,  1913.     Pamphlet,  24  pages. 

The  report  contains  the  revenue  account,  the  balance  sheet,  and  certain  sub- 
sidiary statements  of  the  Toronto  Electric  System  showing  the  financial  position 
of  the  enterprise.  The  last  annual  report  of  the  Commission  led  consumers  to 
expect  a  reduction  in  rates  during  the  year  1914.  This  reduction  cannot  be  made 
and  the  Commission  states  as  one  of  the  reasons  for  not  making  such  reduction 
the  heavy  additional  burden  laid  upon  the  utility  by  reason  of  the  low  prices  at 
which  the  city  of  Toronto  found  it  necessary  to  sell  its  debenture  issues.  The 
discount  and  expenses  of  the  two  issues  amounted  to  a  little  over  20%  of  the  amount 
of  the  net  proceeds.  That  is  to  say,  that  each  $100  of  cash  invested  in  the  plant 
has  cost  a  little  over  $120. 

COURT  DECISION   REFERENCES. 

580 — ^Terms  and  Conditions. 

State  et.  al.  v.  Kenosha  Home  Telephone  Company,  Action  to  Recover 
a  Penalty  For  Failure  to  Furnish  Plaintiff  Telephone  Service.  De- 
cision of  the  Wisconsin  Supreme  Court,  Holding  that  the  Company's 
Rule  Was  Reasonable  and  Its  Action  Warranted.  October  6,  1914. 
148  Northwestern  877. 

After  the  company  had  entered  into  contract  with  the  plantiff  for  telephone 
service,  the  company  instituted  a  rule  requiring  its  subscribers  to  pay  all  bills 
at  its  place  of  business  and  its  previous  practice  of  sending  collectors  was  aban- 
doned. The  plantiff  refused  to  pay  his  account  at  the  company's  office  and  after 
repeated  requests  for  payment  were  disregarded  by  jjlantifT,  the  service  was  dis- 
continued. The  supreme  court  affirms  the  judgment  of  the  lower  court,  holding 
that: 

"The  rule  here  made  was  reasonable  in  its  nature,  and  no  doubt  productive 
of  less  confusion  and  mistakes,  and  tending  to  a  more  economical  administra- 
tion of  the  affairs  of  the  company,  and  not  unreasonably  l)urdensome  upon  the 
subscribers.  In  Magruder  v.  Cumberland  Telephone  &  T.  Co.,  92  Miss.  716, 
46  South  404,  16  L.  R.  A.  (N.  S.)  560,  it  was  expressly  held  that  the  custom  of  a 
telephone  company  to  send  collectors  may,  upon  sufficient  notice,  be  abandoned, 
and  the  subscribers  may  be  compelled  to  pay  at  the  company's  office.  So  also 
a  rule  requiring  subscribers  to  pay  within  a  reasonable  time  may  be  enforced, 
Rushville  Co.-Op.  Tel.  Co.  v.  Irvin,  27  Ind.  App.  62,  59  N.  E.  327." 
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For  statement  of  facts  and   opinions  contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
ILLINOIS 

720 — Rate  Schedules. 

The  Springfield  Gas  and  Electric  Company  was  authorized  by  the 
Illinois  Public  Utilities  Commission  to  put  in  effect  its  rates  issued 
as  of  December  1,  1913. 

A  comparison  was  made,  in  a  number  of  representative  instances,  of 
the  amounts  of  consumers'  ])ills  under  the  old  and  new  rates.  The 
Commission  did  not  pass  upon  the  reasonableness  of  the  rates  but 
based  its  order  upon  the  reduction  effected  by  the  new  rates,  the  form 
of  the  rate  schedule,  and  the  elimination  of  discrimination.  These 
rates  are  to  remain  in  effect  until  a  new  rate,  based  on  a  valuation  of 
the  property,  is  determined.     The  rates  approved  are  as  follows: 

RESIDENCE  LIGHTING  RATES. 
Rate. 

10  cents  net  or  11  cents  gross  per  kilowatt-hour  for  the  first  30  hours'  use  per 
month  of  Active  Load. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  .30  hours'  use  per 
month  of  Active  Load. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  all  ciu-rent  used  in  excess  of 
above  60  hours'  use  per  month  of  Active  Load. 

Determination  of  Active  Connected  Load. 

The  ratio  of  the  active  load  to  the  connected  load  shall  be  predetermined  as  fol- 
lows: 

80  per  cent  of  the  first  5  kilowatt  of  connected  load  phis 

60  per  cent  of  that  part  of  the  connected  load  in  excess  of  5  kilowatt  shall  be 

deemed  active. 

The  minimum  active  load  shall  be  150  watts. 

In  determining  the  connected  load  certain  domestic  appliances  are  excluded  and 
others,  such  as  electric  stoves,  combination  cookers  and  disc  stoves  (over  500 
watts),  are  counted  at  two-thirds  their  total  known  maximum  capacity. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. 

Consimiers  will  be  billed  at  the  gross  rates,  and  the  difference  between  the 
gross  and  net  rates  above  specified,  or  I  cent  per  kilowatt-hour,  will  constitute 
a  discount  for  prompt  payment  if  bills  are  paid  on  or  before  the  10th  day  of  the 
month  succeeding  that  during  which  service  was  rendered. 

Minimum  Bill. 

90  cents  net  per  consumer  per  month. 

COMMERCIAL  LIGHTING  RATES. 
Rate. 

10  cents  net  or  11  cents  gross  per  kilowatt-hour  for  the  first  30  hours'  use  per 
month  of  active  load. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  30  hours'  use  per 
month  of  active  load. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  all  current  used  in  excess  of 
above  60  hours'  use  per  month  of  active  load. 

Determination  of  Active  Connected  Load. 

(See  below.) 

Prompt  Payment  Discount. 

Consumers  will  he  billed  at  the  gross  rate  and  the  difference  between  the  gross 
and  net  rates  above  specified,  or  1  cent  per  kilowatt-hour  will  constitute  a 
discount  for  prompt  payment  if  bills  are  paid  on  or  before  the  10th  day  of  the 
month  succeeding  that  during  which  service  was  rendered. 

Minimum  Bill. 

90  cents  net  per  consumer  per  month. 

CONTRACT  COMMERCIAL  LIGHTING  RATE. 

Under  this  schedule  stores  and  commercial  establishments  of  every  character 
as  classified  hereinafter,  will  be  billed,  if  they  so  select  by  contract,  for  lighting 
service  as  follows: 

Rate. 

Demand  Charge. 

$2.50  net  or  $2.78  gross  per  month  per  kilowatt  of  active  load,  plus  an 

Energy  Charge  of 

3  cents  net  or  3s  cents  gross  per  kilowatt-hour  for  the  first  60  hours'  use  per 
month  of  active  load. 

2  cents  net  or  2.22  cents  gross  per  kilowatt-hour  for  all  current  used  in  excess 
of  above  60  hours'  use  per  month  of  Active  Load. 

Determination  of  Active  Connected  Load. 

(See  below.) 

Prompt  Payment  Discount. 

Consumers  will  be  billed  at  the  gross  rates,  and  the  difference  between  the 
gross  and  net  rates  above  specified  will  constitute  a  discount  for  prompt  pay- 
ment, if  bills  are  paid  on  or  before  the  10th  day  of  the  month  succeeding  that 
during  which  service  was  rendered. 

Minimum  Charge. 

90  cents  per  consumer  per  month. 
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Determination  of  Active  Connected  Load  for  Both  Schedules  for  Commercial 
Lighting. 

Class  A.  Banks,  offices,  business  and  professional  stores,  etc.  The  following 
percentages  of  connected  load  shall  be  deemed  active: 

95%  of  the  first  1  kilowatt  of  coiuiected  load. 
90%  of  the  next  2  kilowatts  of  connected  load. 
70%  of  all  over  3  kilowatts  of  connected  load. 

Class  B.  Hotels,  department  stores  and  office  buildings.  The  following  percent- 
ages of  connected  load  shall  be  deemed  active: 

95%  of  the  first  1  kilowatt  of  connected  load. 
90%  of  the  ne.xt  2  kilowatts  of  connected  load. 
70%  of  the  next  7  kilowatts  of  connected  load. 
50%  of  the  next  30  kilowatts  of  connected  load. 
40%  of  all  over  40  kilowatts  of  connected  load. 

Note. — Office  buildings  are  included  in  the  above  class  when  company  sells 
service  to  the  building  as  one  consumer,  through  one  or  more  meters,  but  does 
not  furnish  meters  to  or  read  meters  of  tenants.  Stores  on  first  floor  are  not 
included  in  this  class. 

Class  C.  Federal,  state  and  city  buildings,  churches,  etc.  The  following  per- 
centages of  connected  load  shall  be  deemed  active: 

95%  of  the  first  1  kilowatt  of  connected  load. 
90%  of  the  next  2  kilowatts  of  connected  load. 
70%  of  the  next  7  kilowatts  of  connected  load. 
50%  of  the  next  20  kilowatts  of  connected  load. 
30%  of  all  over  30  kilowatts  of  connected  load. 

POWER  RATES. 

For  any  A.  C.  Power  Business. 

Rate. 

Demand  Charge. 

S27.00  net  or  $30.00  gross  per  active  kilowatt  per  annum,  payable  in  equal 
monthly  installments,  plus  an 

Energy  Charge  of 

1  cent  net  or  1.11  cents  gross  per  kilowatt-hour. 

Determination  of  Active  Connected  Load. 

90%  of  first  5  horse-power  of  connected  load. 
70%  of  next  5  horse-power  of  connected  load. 
50%  of  next  20  horse-power  of  connected  load. 
40%  of  all  over  30  horse-power  of  connected  load. 

The  above  percentages  shall  apply  to  installations  of  one  motor.  When  con- 
sumer's installation  consists  of  2  motors,  the  active  load  shall  be  considered  as  10 
per  cent  less  than  for  installations  of  one  motor  of  the  same  connected  load.  Where 
consumer's  installation  consists  of  3  or  more  motors  the  active  load  shall  be  con- 
sidered as  20  per  cent  less  than  for  installations  of  one  motor  of  the  same  con- 
nected load. 

The  minimum  active  load  for  installations  of  one  motor  shall  be  50  per  cent  of  con- 
nected load;  for  installations  of  2  motors,  45  per  cent  of  connected  load;  and  for 
installations  of  3  or  more  motors,  40  per  cent  of  connected  load. 

Prompt  Payment  Discount. 

Consiuners  will  be  billed  at  the  gross  rates,  and  the  difference  between  the 
gross  and  net  rates  thus  specified  will  constitute  a  discount  for  prompt  payment 
if  bills  are  paid  on  or  before  the  10th  day  of  the  month  succeeding  that  during 
which  service  was  rendered. 
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POWER  RATES. 

For  any  A.  C.  Power  Business.     Optional  block  rate  for  power 

Rate. 

9  cents  net  or  10  cents  gross  per  kilowatt-hour  for  the  first  50  kilowatt-hours 
per  month. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  50  kilowatt-hours 
per  month. 

5  cents  net  or  6  cents  gross  per  kilowatt-hour  for  the  next  50  kilowatt-hours 
per  month. 

3  cents  net  or  4  cents  gross  per  kilowatt-hour  for  all  current  used  in  excess  of    ^ 
above  150  kilowatt-hours  per  month. 

Determination  of  Active  Connected  Load. 

(Same  as  in  first  schedule  for  power.) 

Prompt  Payment  Discount. 

Consumers  will  be  billed  at  the  gross  rates,  and  the  difiference  between  the  gross 
and  net  rates  above  specified,  or  1  cent  per  kilowatt-hour,  will  constitute  a  dis- 
count for  prompt  payment  if  bills  are  paid  on  or  before  the  10th  day  of  the  month 
succeeding  that  diu'ing  which  service  was  rendered. 

Mrnimimi  Bill. 

"   50  cents  net  per  month  per  horse-power  of  active  load. 
No  bill  shall  be  rendered  for  less  than  90  cents  per  consumer  per  month. 


POWER  RATES. 

For  any  A.  C.  Power  Business.     Contract  demand  rate  for  power. 

Rate. 

Demand  Charge. 

•132.40  net  or  $36.00  gross  per  kilowatt  per  aimum,  for  the  first  10  kilowatts  of 
active  load, 

$16.20  net  or  $18.00  gross  per  kilowatt  per  annum,  for  all  over  10  kilowatts  of 
active  load,  payable  in  equal  monthly  installments,  plus  an 

Energy  Charge  of 

1.35  cents  net  or  \\  cents  gross  per  kilowatt-hour. 

Determination  of  Active  Connected  Load. 

(8ame  as  in  first  schedule  for  power.) 

Prompt  Payment'Discount. 

Consumers  will  be  billed  at  the  gross  rates,  and  the  difference  between  the 
gross  and  net  rates  above  specified,  or  10  per  cent  of  the  gross  rates,  will  con- 
stitute a  discount  for  prompt  payment  if  bills  are  paid  on  or  before  the  10th  day 
of  the  month  succeeding  that  during  which  service  was  rendered. 

The  following  schedules  are  m  addition  to  those  noted  above:  Theaters 
and  Similar  Amusement  Places,  Transient  Lighting  Business,  Sign  and 
Window  Lighting,  Battery  Charging,  D.  C.  Fan  Service,  D.  C.  Power 
Business,  Transient  Power  Business. 
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MASSACHUSETTS 

300 — Investment  and  Return. 

East  Boston  Petition,  Asking  that  Gas  Rates  Be  Reduced.  Decision 
of  the  Massachusetts  Board  of  Gas  and  Electric  Light  Com- 
missioners, Recommending  that  the  Reduction  Be  Made.  July  17, 
1913. 

The  complaint  asks  that  the  rate  charged  by  the  East  Boston  Gas 
Company  for  gas  service  in  East  Boston  be  reduced  from  85  to  80  cents, 
the  price  charged  in  all  other  portions  of  Boston  except  Hyde  Park. 

The  company  serves  East  Boston  and  the  city  of  Che' sea.  At  the  time 
the  East  Boston  company  and  the  Chelsea  company  consolidated,  the 
price  for  gas  was  reduced  from  $1.00  to  90  cents  and  a  later  reduction 
established  the  present  price  of  85  cents. 

The  company  makes  in  its  own  works  about  a  third  to  a  half  of  its 
gas  and  buys  the  remainder  from  the  Boston  Consolidated  Gas  Com- 
pany. The  gas  produced  in  its  own  plant  costs  approximately  35  cents 
and  50  cents  is  paid  for  that  purchased  from  the  Boston  Company. 
The  Board  finds  that  it  is  more  economical  for  the  company  to  purchase 
this  gas  than  to  build  the  extension  to  its  plant  which  would  be  necessary 
in  order  for  the  East  Boston  Company  to  produce  all  its  gas. 

"As  these  figures  indicate  only  the  cost  in  the  holder,  a  fair  selling 
price  must  cover,  in  addition,  the  cost  of  maintenance,  distribution 
and  sale  (including  taxes),  interest  and  dividend  charges." 

149.1 — Stock  Ownership. 

''Somewhat  more  than  98  per  cent  of  the  stock  of  the  East  Boston 
company  is  owned  by  the  trustees  of  the  unincorporated  voluntary 
association  known  as  the  Massachusetts  Gas  Companies,  which  also 
has  an  even  more  complete  ownership  of  the  stock  of  the  Boston 
Consolidated  Gas  Company;  the  latter  supplies  all  the  remaining 
portions  of  the  city  of  Boston,  excepting  those  commonly  known 
as  Charlestown  and  Hyde  Park.  This  association  also  owns  or 
controls  the  New  England  Gas  and  Coke  Company,  from  which  the 
Boston  company  buys  substantially  all  its  coal  gas.  The  same 
persons  virtually  control  and  manage  all  of  these  companies.  The 
profits  of  all  these,  as  well  as  other  allied  companies,  however 
derived,  are  pooled  to  meet  the  interest  and  dividend  requirements 
of  the  association.  These  relations  naturally  direct  attention 
to  the  reasonableness  of  the  price  for  the  gas  bought  and  to  the 
reasonableness  of  the  dividends  paid. 

"Any  attempt  to  reach  a  correct  basis  for  a  trade,  when  both  parties 
to  the  transaction  are  virtually  identical,  must  always  be  attended 
with  serious  difficulties.  Theoretical  refinements  are  likely  to 
modify  or  obscure  those  motives  which  actual    conditions  would 
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be  likely  to  induce  in  absolutely  independent  trading,  entirely  free 
from  any  community  of  interest.  Some  facts  are  thus  given  too 
great  and  others  too  little  weight.  Even  outside  parties  may  find  it 
difficult  to  measure  reliably  the  proper  effect  of  all  the  theoretical 
factors  which  are  assumed  to  be  entitled  to  consideration  when 
viewing  the  interest  and  legal  relations  of  the  parties,  and  to  give 
to  each  and  all  of  them  the  same  force  which  parties  might  give 
who  were  strangers  to  each  other  or  whose  business  judgment  was 
entirely  free.  Particularly  is  this  true  where,  as  in  this  instance, 
the  seller  is  itself  a  purchaser  under  like  conditions.  If  the  question 
of  the  reasonableness  of  the  price  of  the  gas  bought  be  viewed  as 
one  merely  concerning  the  immediat3  parties  to  the  trade,  it  might 
be  difficult  to  say  conclusively  whether  the  ability  of  the  buyer  to 
provide  for  himself  or  of  the  seller  to  sell  should  be  most  influential. 
It  is  not  likely  that  in  this  case  the  former  may  have  been  the  more 
important  factor.  While  the  price  may  be  less  than  the  figure  at 
which  the  East  Boston  company  could  supply  itself,  it  is  by  no  means 
certain  that  a  lower  price  would  be  unprofitable  to  the  Boston 
company,  notwithstanding  the  possibility  of  a  higher  profit  from 
some  other  possible  customer." 

300— Investment  and  Return. 

"The  questions  involved,  however,  are  distinctly  broader  than  these 
suggestions  would  imply.  Both  the  Boston  and  the  East  Boston 
companies  are  engaged  in  a  public  service  and  are  affected  with  a 
public  interest  which  each  is  bound  to  consider.  Because  of  this 
the  reasonableness  of  the  entire  return  or  profit  which  is  received 
by  the  owners  of  the  East  Boston  company's  stock  from  all  the 
transactions  by  or  with  that  company  becomes  important.  The 
profits  from  these  relations  reach  the  owners  of  this  stock  not 
only  directly  through  the  dividends  paid,  but  hardly  less  directly 
though  perhaps  less  obviously,  from  the  sale  of  gas  by  the  Boston 
to  the  East  Boston  company.  It  is,  therefore,  unnecessary  for  the 
purposes  of  this  case  to  determine  separately  and  conclusively 
the  reasonableness  of  the  price  charged  in  any  single  transaction 
between  the  two  companies  or  of  the  dividends  received  directly 
from  the  profits  of  the  business  of  the  company  as  a  whole.  It 
is  the  combined  profit  from  all  sources  taken  together  which  will 
determine  the  reasonableness  of  the  return  which  the  owners  of  the 
East  Boston  company  receive." 

450— Value  of  Service  Theory. 

"It  was  urged  by  the  petitioners  that  the  value  of  the  service  in  East 
Boston  is  no  greater  than  in  other  sections  of  the  same  city  where 
a  lower  price  is  now  charged.  Indeed,  the  characteristics  of  the 
population  and  the  business  of  this  district,  as  compared  with 
those  in  certain  other  districts  of  the  city,  are  so  similar  as  to  raise 
a  question  whether  the  difference  in  price  may  not  be  in  effect 
discriminating  against  the  East  Boston  section.  Much  emphasis 
was  placed  upon  this  proposition  at  the  hearing." 
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The  Board  finds  that  a  net  price  of  80  cents  will  afford  a  fair  return 
upon  the  value  of  the  property  which  it  is  actively  and  necessarily 
employing  for  the  public  convenience. 


NEW  HAMPSHIRE 
149.1— Stock  Ownership. 

MANCHESTER    TRACTION,     LiGHT    AND    PoWER    COMPANY,     Petition    for 

Authority  to  Purchase  Stock  of  the  Nashua  Light,  Heat  and  Power 
Company,  and  to  Issue  Additional  Stock.  Decision  of  New  Hamp- 
shire Public  Service  Commission,  Granting  the  Application.  June 
2.3,  1914. 

"The  petitioner  asks  to  be  permitted  to  purchase  the  6,000  shares  of 
the  capital  stock  of  the  Nashua  company,  giving  in  exchange  there- 
for 6,000  shares  of  its  own  stock  and  $40.00  in  cash  for  each  share 
purchased,  or  $240,000  if  the  entire  issue  is  obtained,  the  necessary 
cash  to  be  obtained  by  an  issue  of  stock  to  be  alloted  to  its  share- 
holders proportionately  at  par.  The  stock  of  the  petitioner  is  now 
selling  at  $140.  But  we  have  no  hesitation  in  authorizing  the  new 
issue  at  par.  The  practice  of  issuing  stock  at  various  prices,  accord- 
ing to  temporary  fluctuations  in  the  stock  market,  has  the  effect  of 
creating  inequalities  between  the  various  classes  of  stockholders, 
produces  injustice  and  confusion,  makes  more  difficult  the  securing 
of  new  money  needed  for  extensions  and  improvements,  and  is  not 
required  by  any  consideration  of  public  interest.  The  consuming 
and  investing  public  have  the  fight  to  know  that  every  dollar  of 
stock  represents  a  dollar  of  investment — precisely  that,  and  nothing 
more.  We  have  in  no  case  required  that  stock  be  issued  above  its 
par  value,  and  while  contingencies  might  perhaps  arise  making  such 
a  course  seem  reasonable,  we  can  at  present  think  of  no  circumstances 
which  would  cause  us  to  require  it. 

"Considering  therefore  the  par  value  only  of  the  stock  of  the  Man- 
chester company  to  be  given  in  exchange  for  that  of  the  Nashua 
company  and  to  be  issued  to  raise  the  funds  for  the  cash  payment 
provided  for  by  the  contract,  the  price  to  be  paid  for  the  entire 
capital  stock  of  the  Nashua  company  is  $840,000. 

"We  cannot  find  that  the  fair  present  value  of  all  the  property  of  the 
Nashua  company  equals  the  sum  of  $840,000  and  if  the  petition  pre- 
sented simply  the  case  of  a  transfer  of  the  Nashua  company  to 
another  ownership,  to  be  managed,  as  heretofore,  as  a  separate 
operating  unit,  we  would  be  constrained  to  deny  the  petition. 

"But  this  case  does  not  turn  solely  upon  the  value  of  the  Nashua 
plant  viewed  as  a  distinct  property. 
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"The  statute  (Laws  of  1911,  Chapter  164,  Section  13  (c)  )  forbids  the 
acquisition  by  a  pubHc  utility  of  the  stock  or  bonds  of  a  like  utility 
'unless  authorized  to  do  so  by  order  of  the  Commission.'  No 
test  is  suggested  by  which  the  Commission  shall  determine  whether 
the  requested  authorization  should  be  granted.  As,  however,  the 
effect  of  control  by  stock  ownership  is  substantially  equivalent 
to  that  of  control  by  a  sale  outright  of  the  property  and  franchises 
of  the  controlled  corporation,  and  the  prohibition  of  the  one  is 
necessarily  based  upon  the  same  considerations  as  the  prohibition 
of  the  other,  we  can  find  in  the  statute  relating  to  the  transfer 
by  one  utility  to  another  of  all  its  property  and  franchises  the  test 
by  which  to  determine  whether  such  authorization  as  is  here  re- 
quested should  be  given.  That  statute  (Laws  of  1913,  Chapter  145, 
Section  13  (b)  )  provides  that  such  transfer  shall  be  made  only  by 
order  of  the  Commission,  and  that  'the  Commission  shall  make  such 
order  in  any  case  where  it  shall  appear  that  the  proposed  transfer, 
lease  or  contract  would  be  for  the  public  good  and  not  otherwise.' 

"The  authorization  of  the  stock  transfer  here  proposed  must  there- 
fore depend  upon  whether  it  is  found  to  be  'for  the  public  good.'  It  is 
clear  that  a  purchase  at  a  grossly  excessive  price,  inevitably  resulting 
in  an  undue  burden  upon  the  public  in  increased  rates  or  impaired 
service  and  facilities,  would  not  be  for  the  public  good.  But  it  is 
also  clear  that  where  the  discrepancy  between  the  value  and  the 
price  to  be  paid  is  not  large,  there  may  be  benefits  to  the  public  from 
proposed  changes  in  methods  of  operation  sufficient  to  make  up  for 
the  deficiency  in  value." 

The  joint  operation  of  the  two  plants  will  tend  to  economy  of  operation 
and  improvement  of  service  in  both  communities,  and  a  reduction  will 
be  provided  for  in  the  cost  of  electric  lighting  in  Nashua.  The  Com- 
mission finds  that  the  Manchester  Company  can  well  afford  to  pay  the 
price  agreed  upon  for  the  stock  of  the  Nashua  Company  and  that  the 
proposed  consolidation  will  be  for  the  public  good. 

310— Valuation. 

A  valuation  was  made  of  the  property  of  the  Nashua  Company  in  order 
to  determine  the  reasonableness  of  the  terms  of  the  contract. 

314— Overhead  Charges. 

The  Commission  found  that  an  allowance  of  15  per  cent  for  overhead 
charges  was  reasonable. 

"And  as  stated  in  the  Berlin  Electric  Light  Company  case  (4  Rate 
Research  67),  decided  August  30,  1913,  we  are  clearly  of  the  opinion 
that  the  overhead  charges,  being  theoretically  a  part  of  the  actual 
cost  of  construction  which  would  have  to  be  met  if  the  plant  were 
reduplicated,  should  be  depreciated  in  like  manner  as  the  physical 
properties  in  connection  with  whose  construction  they  are  incurred. 
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315.1— Going  Value. 

''A  plant  should  normally  earn  enough  to  pay  fair  dividends  and 
to  make  good  its  depreciation.  If  no  provision  can  be  made  for 
depreciation  out  of  earnings  for  a  considerable  period,  the  amount 
represented  by  the  depreciation  is  something  to  which  the  company 
is  entitled  but  which  it  has  foregone,  and  fairly  represents  the  cost 
of  developing  the  business.  But  when  the  company  has  paid  ample 
and,  judged  by  the  standard  of  a  fair  return,  excessive  dividends, 
and  has  more  than  made  good  its  depreciation  out  of  earnmgs,  as  in 
the  present  case,  there  has  been  no  cost  of  developing  the  business 
at  the  expense  of  the  stockholders.  It  has  paid  for  its  own  develop- 
ment. The  situation  is  similar  to  that  in  the  People's  Gas  Light  Com- 
pany case,  and,  for  the  reasons  stated  in  our  report  in  that  case, 
we  see  no  occasion  for  attempting  to  make  here  a  separate  assessment 
of  going  concern  value." 


REFERENCES 
RATES 


410 — Cost  of  Service. 


Cost  of  Distribution  and  Overhead  Charges,  by  E.  A.  Wright. 
Read  before  the  Kansas  Gas,  Water,  Electric  Light  and  Street  Railway 
Association,  Arkansas  City,  Kansas.     October  22-24,  1914. 

The  purpose  of  this  paper  is  to  discuss  the  operating  e.xpenses  and  fixed  charges 
in  their  relation  to  the  cost  of  the  various  classes  of  service.  Using  the  data 
of  the  Manhattan  Ice,  Light  and  Power  Company  for  the  year  ending  June  30, 
1914,  an  apportionment  of  costs  is  made  to  determine  the  cost  of  residence  lighting, 
business  lighting,  municipal  street  lighting  and  commercial  power.  For  this 
calculation,  operating  expenses  and  fixed  charges  were  classified  into  (1)  those 
that  can  be  apportioned  on  a  coimection  or  meter  basis,  (2)  those  which  should 
be  apportioned  according  to  the  investment,  and  (3)  those  which  are  wholly  charge- 
able to  any  particular  class  of  service. 

616.1-^Street  Lighting. 

Street  Arc  Lighting  Prices,  by  M.  Harry  Holz.  Read  before  the 
Nineteenth  Annual  Convention  of  the  International  Association  of 
Municipal  Electricians,  at  Atlantic  City,  September  15-18,  1914. 

Data  is  given  and  comparisons  are  made  of  the  various  prices  paid  by  several 
cities  for  street  arc  lighting. 
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INVESTMENT  AND  RETURN 

311.3— Present  Value. 

Present  Value  of  Public  Utility  Property,  by  W.  G.  Vincent, 
Jr.,  4|  pages,  Journal  of  Electricity,  Power  and  Gas,  October  31,  1914, 
p.  403. 

The  methods  of  determining  the  present  vahie  of  public  utility  property  are  dis- 
cussed and  illustrations  are  given  of  present  value  as  determined  by  probable 
life  and  age  and  as  determined  bj-  condition.  The  article  says:  Where  present 
value  is  desired  the  most  accurate  results  will  be  obtained  by  a  combination  of 
the  "Observed"  and  "Sinking  Fund"  methods,  applj-ing  to  each  item  or  group  of 
items,  the  method  which  suggests  itself  as  best  adapted  to  give  the  fairest  results 
in  each  case.  It  is  only  necessary  to  consider  some  of  the  classes  of  property 
which  comprise  a  public  utility  to  realize  the  limitations  of  either  the  observed  or 
the  average  age  method  applied  consistently  to  the  whole  property,  and  the  result 
is  that  most  appraisers  make  use  of  a  combination  of  the  two  methods  to  arrive 
at  a  general  result  which  they  consider  to  be  reasonable.  The  tendency  is,  how- 
ever, to  rely  too  much  upon  the  average  age  method,  as  this  method  is  apparently 
more  accurate,  inasmuch  as  it  eliminates  to  a  large  degree  the  personal  equation, 
and  this  tendencj'  results  in  an  application  of  the  average  age  theory  of  depreci- 
ation in  a  great  many  classes  of  property  where  the  age  has  absolutely  no  relation 
to  depreciation.  It  should  be  borne  in  mind  in  applying  either  method  that  the 
average  age  method  can  only  be  used  in  determining  that  element  of  depreciation 
which  is  due  to  wear  and  tear,  action  of  the  elements  and  ravages  of  time  and  should 
in  no  sense  be  employed  as  a  measure  of  the  other  elements  in  depreciation,  such 
as  obsolescence  and  inadecjuacj-.  Consideration  should,  of  course,  be  given  to 
obsolescence,  inadecjuacy,  etc.,  in  determining  present  value,  but  the  proper 
deduction  which  should  be  made  on  account  of  these  elements  of  depreciation 
is  entirely  a  question  of  efficiency  and  the  fimctional  relation  of  the  equij^ment 
to  the  service  which  it  is  expected  to  supply. 

361.5^Electrolysis. 

Electroly\sis  in  Concrete,  Technological  Papers  of  the  Bureau  of 
Standards.     No.  ,18.     March  9,  1913. 

During  the  past  few  years  attention  has  been  called  to  the  possibility  of  damage 
to  reinforced-concrete  structures  by  stray  currents  from  electric  railways  and  other 
power  sources.  The  paper  reports  a  number  of  investigations  relating  to  the 
nature  and  cause  of  such  electrolytic  damage,  the  possibilities  of  trouble  from 
electrolysis  in  concrete  structures  imder  practical  conditions  and  the  protective 
measures  employed  to  prevent  or  lessen  the  electrolysis  damage. 

361.5— Electrolysis. 

Surface  Insulation  of  Pipes  as  a  Means  of  Preventing  Electro- 
lysis. Technologic  Papers  of  the  Bureau  of  Standards.  No.  1.5. 
January  5,  1914. 

One  of  the  first  methods  resorted  to  as  a  possible  means  of  preventing  damage  to 
buried  water  pipes  and  gas  pipes  Ijy  electrolysis  was  the  covering  of  the  surface 
of  the  pipes  with  a  coating  intended  to  insulate  them  from  the  surrounding  earth. 
The  paper  reports  various  tests  to  determine  the  success  to  be  obtained  by 
different  materials  used  as  coatings  for  this  purpose. 
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PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

Some  Aspects  op  the  Work  of  the  Illinois  Utilities  Commission, 
by  Robert  M.  Feustel.  Read  before  the  Western  Society  of  Engineers, 
Chicago,  October  19,  1914. 

Mr.  Feustel,  chief  engineer  of  the  Illinois  Commission,  gave  a  general  account  of 
the  work  of  the  Commission  and  its  proper  relation  to  the  utilities  and  the  public. 
The  work  of  the  service  department  was  given  more  importance  than  rate  regula- 
tion. It  is  more  important  and  to  the  best  interests  of  the  public  that  progress 
in  the  industries  be  maintained  by  service  inspection  and  regulation  requiring 
improvement  in  service  conditions  than  that  the  companies  be  restricted  to  the 
lowest  possible  return  on  investment.  Another  important  service  rendered  by  the 
Commission  is  performed  in  response  to  informal  complaints.  The  Commission 
acts  as  a  central  clearing  house  between  the  utility  and  the  consumer,  promoting 
a  better  imderstanding  between  the  utility  and  the  public. 

The  discussion  following  the  paper  commented  on  the  incompleteness  of  the  Illi- 
nois law  in  that  no  regulation  was  provided  for  municipal  plants.  The  indeter- 
minate permit  feature  is  omitted  from  the  law  while  the  law  is  more  exacting  in 
certain  respects  and  harder  to  administer  then  similar  laws  in  other  states. 

The  Illinois  Commission  does  not  think  that  blanket  orders  for  valuations  from  all 
the  companies  would  result  in  anything  but  great  expense  to  the  companies,  great 
trouble  in  filing  the  valuations  on  the  part  of  the  Commission,  and  practically  a 
renewal  of  all  the  work  any  time  a  rate  case  might  come  up  after  two  or  three 
years.  The  Commission,  however,  will  require  of  the  utility  a  complete  valua- 
tion of  its  property  at  the  time  any  investigation,  involving  a  valuation,  is  made. 
The  Commission  is  preparing  a  form  for  valuations  and  it  is  the  plan  to  have  valua- 
tions, submitted  by  all  parties  to  an  investigation,  prepared  in  this  form  in  order 
to  facilitate  the  comparison  and  checking  of  such  data. 

200^Public  Service  Regulation — Law  and  Practice. 

The  Control  and  Regulation  of  Public  Utilities,  by  T.  J.  Strickler. 
Read  before  the  Kansas  Gas,  Water,  Electric  Light  and  Street  Railway 
Association,  Arkansas  City,  Kansas,  October  22-24,  1914. 

Mr.  Strickler,  Engineer  of  the  Kansas  Public  Utilities  Commission,  discusses, 
in  a  general  way,  the  regulation  of  public  service  companies.  A  few  of  his  remarks 
on  the  subject  follow.  To  obtain  the  best  results — results  that  will  be  to  the  per- 
manent benefit  of  both  the  public  and  the  utilities  themselves,  we  must  have 
commissions  composed  of  business  men  with  a  business  organization;  unprejudiced 
men  with  judicial  minds  who  are  capable  of  careful  analysis  of  facts  and  have  a 
certain  inherent  ability  to  separate  the  wheat  from  the  chaff.  Behind  these 
men  must  be  an  organization  of  engineers,  scientists  and  economists  who  are  capa- 
ble of  approaching  these  various  problems  with  fair  and  open  minds  in  exactly 
the  same  manner  as  they  would  in  a  matter  of  scientific  research.  The  ultimate 
success  of  regulation  can  only  be  attained  by  the  hearty  co-operation  of  both  the 
public  and  the  utilities.  The  public  must  realize  that  honest  investments  must 
be  protected  else  our  future  growth  will  be  seriously  affected  by  the  lack  of  that 
money,  which  is  so  necessary  to  the  healthy  progress  of  any  community.  On  the 
other  hand  the  directors  of  the  policies  of  the  public  utilities  must  realize  that  they 
must  be  open  and  honest  with  the  commissions  and  the  public.  The  habit  of 
mental  reservation  must  be  eradicated,  for  no  permanent  good  is  accomplished 
as  long  as  there  is  distrust  in  the  atmosphere.  1  am  a  firm  believer  in  publicity, 
both  in  the  actions  of  the  commissions  and  in  the  conduct  of  the  business  of  the 
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public  utilities.  The  public  must  be  taken  into  our  confidence.  It  is  due  to  the 
public  utility  business  itself  as  well  as  to  the  regulating  commission  that  public 
sentiment  be  made  an  asset.  It  has  been  the  case  too  often  in  the  past  that  it 
has  become  a  heavy  liability  and  one  that  cannot  be  ignored. 

227— Valuation. 

State  ex  rel.  Winnett  et  al  v.  (3maha  &  C.  B.  St.  R.  Co.  Decision 
of  the  Supreme  Court  of  Nebrask,\.  September  26,  1914.  148 
Northwestern  946. 

The  State  Railway  Commission  applied  to  the  court  for  a  writ  of  mandamus  to 
compel  the  Omaha  &:  Coimcil  BlufTs  Street  Railway  Company  to  forthwith  file 
with  that  body  a  detailed  inventory  of  its  [property  imder  the  provisions  of  sections 
26-30,  art.  8,c.  72,  Comp.  St.  1911,  commonly  kno\vn  as  the  "Physical  Valuation 
Act."  The  court  held  that  the  words  railroad  and  railway  as  used  in  the  physical 
valuation  act  did  not  include  street  railways  and  street  railways  are  not  included 
among  the  utilities  enumerated  imder  the  term  "public  service  corporation." 

"Where  the  Legislature  has,  upon  the  effort  being  made  therein  refused  to 
include  certain  classes  of  public  service  corporations  in  a  physical  valuation 
statute,  the  court  will  not  include  them  therein  by  construction." 


MUNICIPALITIES 

830— Public  Ownership. 

Cleveland's  New  Municipal  Lighting  Plant's  Operating  Costs 
High?  Electrical  Review  and  Western  Electrician.  October  31,  1914. 
p.  867. 

That  the  cost  of  producing  current  at  the  new  East  Fifty-third  Street  plant  of  the 
Cleveland  municipal  lighting  department  is  unexpectedly  high,  for  reasons  which 
have  not  yet  become  clear,  appeared  last  week  when  it  was  admitted  by  the 
engineers  in  charge  of  the  plant  that  the  cost  per  kilowatt-hour  at  the  new  plant 
was  2.6  cents,  whereas  it  was  anticipated  before  the  plant  went  into  operation 
that  the  cost  would  be  below  0.69  cent.  In  August,  according  to  Mr.  Ballard's 
figures,  the  cost  of  producing  current  at  the  new  plant  was  3.3  cents,  but  as  this 
was  the  first  full  month  of  its  operation  no  better  showing  was  expected.  When 
the  figures  for  September  dropped  no  lower  than  2  6  cents,  however,  there  was 
felt  to  be  room  for  some  worry,  as  the  current  is  sold  for  three  cents,  and  the  margin 
is  not  profitable,  in  view  of  the  fact  that  the  plant  cost  over  $2,000,000. 


GENERAL 

900— General. 

Would   Make  Railroad   Rates  Political  Issue.     Weber's   We 
October  31,  1914. 

The  agitation  caused  by  political  leaders  who  drag  business  into  politics  to  make 
it  the  football  of  the  game  in  which  they  expect  to  profit  and  score,  enhances 
the  cost  of  railroad  capital,  depreciates  the  value  of  railroad  securities  and  impairs 
railroad  efficiency. 
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COURT  DECISION  REFERENCES. 


115 — Use  of  Public  Highways. 

BOLENDER     V.      SOUTHERN      MICHIGAN     TELEPHONE      Co.       Decisioil      of 

Michigan  Supreme  Court.     October  2,  1914.     148  Northwestern  697. 

Under  How.  Ann.  St.  1912,  Sec.  2.345,  regulating  the  planting  of  trees  along  the 
sides  of  public  highways,  section  2.346,  authorizing  the  highway  commissioner 
to  set  out  shade  trees  and  expend  a  share  of  the  public  moneys  for  that  purpose, 
and  sections  2348  and  7214,  authorizing  telephone  companies  to  construct  their 
lines  along  public  highways,  but  providing  that  they  shall  not  injuriously  interfere 
with  other  public  uses  of  the  highways  or  injure  or  destroy  any  tree  or  shrub,  a 
telephone  company  has  no  right  to  injure,  cut  down,  or  destroy  any  shade  tree 
planted  upon  the  side  of  a  highwaj',  and  if  it  does,  it  is  liable  in  damages  to  the 
owner  of  the  fee. 

120 — Protection  of  the  Public. 

Minnesota,  D.  &  P.  Ry.  Co.  v.  Way  et  al.  Decision  of  South  Dakota 
Supreme  Court.     October  6,  1914.     148  Northwestern  858. 

A  railroad  company  is  boimd  to  locate  such  stations  and  depots  as  will  best  serve 
the  public  interests,  rather  than  the  speculative  interests  of  its  officers  and  stock- 
holders. 

223— Reports. 

Nashville,  C.  &  St.  L.  Ry.  Co.  v.  Commonwealth.  Decision  of  the 
Kentucky  Court  of  Appeals.  October  2,  1914.  169  Southwestern 
511. 

The  Kentucky  statute,  section  4077,  imposes  a  franchise  tax  on  certain  corpo- 
rations, including  railroads,  and  in  order  to  determine  the  value  of  the  franchises, 
section  4078  requires  annual  reports  to  be  made  and  filed  by  the  corporations 
with  the  auditor  of  public  accounts,  prior  to  October  1st  of  each  year.  The 
latter  section  also  declares  that  any  corporation  or  officer  thereof,  willfully 
failing  or  refusing  to  make  reports  as  required  by  the  chapter,  shall  be  guilty  of  a 
misdemeanor,  and  for  each  offense  shall  be  fined,  etc.  The  court  holds  that 
the  word,  "willfully"  as  used  in  section  4078,  means  merely  the  vokmtary  act 
of  a  party  as  distinguished  from  coercion;  and,  hence  where  defendant  railroad 
company  failed  to  file  its  report  before  October  1,  1912,  it  was  liable  to  con- 
viction under  the  act,  though  its  breach  resulted  from  a  failure  to  receive  a  blank 
on  which  to  make  the  report  from  the  auditor's  office,  which  it  had  been  in  the 
habit  of  using  in  previous  j^ears. 

781 — Adequacy. 

Delaware,  L.  &  W.  R.  Co.  v.  Van  Santwood  et  al.,  Public  Service 
Commission  of  Second  District  of  New  York.  Decision  of  District 
Court,  N.  D.  New  York.     July  14,  1914.     216  Federal  252. 

The  railroad  company  discontinued  two  trains  a  day  each  way,  running  between 
Oswego  and  Syracuse,  and  was  ordered  by  the  New  York  Commission,  Second 
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District,  to  restore  the  service.  The  court  held  that  the  right  of  the  Commission 
to  order  the  train  restored  depended  on  whether  the  convenience  and  necessity 
of  the  public  served  demanded  the  restoration  of  the  service  although  it  involved 
operation  at  a  loss.     Decree  for  the  company. 

'•What  is  reasonable  and  what  is  reasonably  necessary  is  not  to  be  determined 
by  the  occasional  wants  and  wishes  and  convenience  of  a  very  few  people  living 
at  points  along  the  line.  It  seems  to  me  that  when  steam  trains  enough  are 
run  between  the  city  of  Oswego  and  the  city  of  Syracuse  to  accommodate 
and  serve  the  necessities  of  the  people  of  those  cities  and  the  intervening  city 
of  Fulton,  and  two  steam  trains  per  day  each  way  are  run  which  reasonably 
serve  the  convenience  and  supply  the  reasonable  necessities  of  the  four  small 
intervening  points,  and  these  people  also  have  the  convenience  of  the  trolley 
line  as  described,  the  complainant  has  performed  its  whole  duty  to  the  public, 
and  that  to  compel  the  nnining  of  the  two  additional  trains  between  these 
points  at  a  net  loss  of  over  $3,000  jjer  annum,  is  unjust  and  unreasonable  and 
in  violation  of  the  constitutional  rights  of  the  complainant." 

830— Public  Ownership. 

City  of  Omaha  v.  Douglas  County.  Decision  of  the  Supreme 
Court  of  Nebraska.     September  26,  1914.     148  Northwestern  938. 

A  part  of  the  property  belonging  to  the  city's  waterworks  system  lies  outside  the 
city,  and  the  question  arises  as  to  whether  or  not  the  city  can  be  required  to  pay 
taxes  on  the  part  of  its  property  outside  its  limits. 

"The  city  of  Omaha  was  required  to  purchase  the  entire  property  from  the 
Omaha  Water  Company,  which  had  been  serving  the  commimity  of  which 
Omaha  is  a  part,  and  whether  lying  within  the  limits  of  Omaha  or  in  any  part 
outside  of  such  limits.  Citv  of  Omaha  v.  Omaha  Water  Company,  218,  U.  S. 
180,  30  Sup.  Ct.  615,  54  L.  Ed.  991,  48  L.  R.  A.  (N.  S.)  1084.  The  city  of  Omaha 
was  the  undisputed  owner  of  the  property  of  said  water  plant;  a  part  being 
located  in  the  city  of  Florence;  a  part  in  school  district  No.  5,  Douglas  County; 
a  part  in  East  Omaha  and  a  part  in  the  precinct  of  Benson;  a  part  in  the  village 
of  Dundee  and  a  part  in  the  city  of  South  Omaha;  a  part  in  school  district  of 
South  Omaha  and  the  remainder  in  the  city  of  Omaha.  .  .  .  The  board  of 
equalization  exempted  that  part  of  said  property  within  the  city  limits  of 
Omaha,  but  burdened  the  balance  of  it  with  taxation.  .  .  .  All  the  prop- 
erty involved  in  the  assessment  is  property  used  in  comiection  with  the  city's 
plant.  .  .  .  Under  the  constitution  of  this  state  rightful  ownership  of 
property  by  municipal  corporation  such  as  the  city  of  Omaha  is  all  that  is  re- 
quired or  necessary  to  extend  to  such  property  complete  exemption  and  im- 
munity from  assessment  and  taxation,  whether  located  within  the  city  or  with- 
out.    Section  2,  Art.  9  of  the  Constitution,  Rev.  St.  1913,  Sections  4402,  6301." 

831.1 — Municipal  Bond  Issues. 

Herbert  v.  Griffith,  Mayor  et  al.  Decision  of  South  Carolina 
Supreme  Court.     September  22,  1914.     82  Southeastern  986. 

The  court  held  that  luider  Civ.  Code  1912,  Sec.  3050,  providing  for  special  elections 
on  the  issuance  of  municipal  bonds  for  "waterworks  or  sewerage,"  petitions  and 
ballots  for  an  election  on  the  issuance  of  bonds  for  waterworks  and  sewerage 
invalidated  the  election,  where  they  contained  no  separate  statement  of  the 
amount  to  be  expended  for  each.  It  was  contended  that  the  two  systems  are 
one  and  inseparable. 

"But  respondents  cannot  indissolubly  imite  by  allegation  or  proof,  things 
which  in  their  nature  and  by  legislative  enactment  have  been  made  separate. 
The  intention  of  the  Legislature  with  regard  to  the  matter  has  been  declared 
l)y  the  coiu't,  and  effect  must  be  given  that  intention,  until  a  different  in- 
tention is  expressed  by  the  Legislature  itself." 
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For   statement  of  facts  and   opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

ANNUAL  REPORT 
PASADENA,  CALIFORNIA 

840 — Public  Operation. 

Seventh  Annual  Report  of  Pasadena's  Municipal  Lighting  Works 
Department,  1913-1914.     Pamphlet,  30  pages. 

The  following-  information  is  taken  from  the  report  of  the  municipal 
lighting  works  department  for  the  year  ending  June  30,  1914. 

315 — Intangibles . 

Under  the  heading  "Intangible  Values,"  the  report  says: 

"I  wish  to  call  attention  to  the  fact  that  the  property  has  certain 
intangible  values  that  have  not  been  added.  All  engineering  and 
supervision  has  been  charged  direct  to  operation.  The  cost  of 
building  up  the  business,  advertising,  soliciting,  competition  with 
a  strong  competitor,  has  all  been  charged  to  operation. 

360 — Depreciation. 

The  following  table  is  given  showing  the  rate  of  depreciation  used  in 
allowing  for  depreciation  of  the  plant: 

Property.  Allowance  in  Pasadena. 

Arc  Lamps 8^ 

Boilers 4 

Cables,  Underground:  (High  Tension) 5 

Condensers 4 

Conduits 2f 

Cross  Arms 5 

Engines 4 

Foundations  for  Machinery , Same  as  life  of  appa- 
ratus supported. 

Fuel  Oil  Handling  Machinery 4 

Generators,  Electric 4 

Steam  Turbo 4 

Heaters 4 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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(Table  cont'd) 

Property.  Allowance  in  Pasadena. 

Meters: 

(Electric  Switchboard) 4 

(Electric  Service) 4 

Piping  and  Covering 4 

Poles:     (Steel) 6.4 

Pumps 4 

Switchboard  and  Wiring 4 

Transformers 4 

Wire 2 

(Copper  wire  has  high  salvage  value.) 

Horses  and  Wagons: 

(Electric  Auto  Trucks) 10 

(Gasoline  Auto  Trucks) 20 

Buildings 2 


720— Rate  Schedules. 

The  rates  charged  by  the  municipal  plant  are  as  follows: 


INCANDESCENT  LIGHTING. 
Rate. 

5  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  or  less  of  energy 
consumed  per  month. 

4§  cents  per  kilowatt-hour  for  101  to  and  including  500  kilowatt-hovu-s  of  energy 
consumed  per  month. 

4  cents  per  kilowatt-hour  for  501  to  and  including  1,000  kilowatt-hours  of  energy 
consumed  per  month. 

3J  cents  per  kilowatt-hour  for  1,001  to  and  inchiding  2,000  kilowatt-hours  of 
energy  consumed  per  month. 

3  cents  per  kilowatt-hour  for  all  excess  over  2,000  kilowatt-hours  of  energy 

consumed  per  month. 

Minimum  Charge. 

A  minimum  monthly  charge  of  50  cents  per  meter  of  three  kilowatt  capacity  or 
less,  and  30  cents  for  each  additional  kilowatt  of  meter  capacity  required,  shall 
be  made  for  each  meter. 

Lamp  Renewals. 

Carbon  and  Gem  lamps  of  such  candle  power  as  the  Department  can  con- 
veniently carry  shall  be  furnished  free  for  renewal  purposes  to  all  consumers. 

ARC  LIGHTING. 

Rate. 

4.9  cents  per  kilowatt-hovu-  for   the   first  100  kilowatt-hours  or  less  of  energy 
consumed  per  month. 

4|  cents  per  kilowatt-hour  for  101  to  and  including  500  kilowatt-hours  of  energy 
consumed  per  month. 

4  cents  per  kilowatt-hour  for  all   excess  over  500  kilowatt-hours  of  energy 

consumed  per  month. 
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Minimum  Charge. 

A  minimum  monthly  charge  of  50  cents  per  meter  of  three  kilowatt  capacity,  or 
less,  and  30  cents  for  each  additional  kilowatt  of  meter  capacity  required,  shall 
be  made  for  each  meter. 

POWER  RATES. 

Schedule  of  Rates  for  Electric  Energy  for  Power,  Heating  or  Purposes  Other 
Than  Lighting. 

Rate. 

4  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  of  energy  or  less 
consumed  per  month. 

2.4  cents  per  kilowatt-hour  for  101  to  and  including  300  kilowatt-hours  of  energy 
consumed  per  month. 

2.4  cents  per  kilowatt-hour  for  301  to  and  including  500  kilowatt-hours  of  energy 
consumed  per  month. 

2  cents  per  kilowatt-hour  for  501  to  and  including  1,000  kilowatt-hours  of  energy 
consumed  per  month. 

2  cents  per  kilowatt-hour  for  1,001  to  and  including  1,500  kilowatt-hours  of 
energy  consumed  per  month. 

1.9  cents  per  kilowatt-hour  for  1,501  to  and  including  2,000  kilowatt-hours  of 
energy  consumed  per  month. 

1.8  cents  per  kilowatt-hour  for  2,001  to  and  including  3,000  kilowatt-hours  of 
energy  consumed  per  month. 

1.2  cents  per  kilowatt-hour  for  all  in  excess  of  3,000  kilowatt-hours  of  energy 
consumed  per  month. 

Minimum  Charge. 

A  monthly  minimum  charge  will  be  collected  for  electrical  energy  of  .SI. 00  per 
meter  of  15  kilowatt  capacity  or  less  and  .$0.75  for  each  additional  kilowatt  of 
meter  capacity  required. 

STREET  LIGHTING  RATES. 

Rate. 

§60.00  per  annum  for  6.6  ampere  Arc  Lamps. 
12.00  per  annum  for  6.6  ampere  40  c.  p.  Timgstens. 
12.00  per  annum  for  6.6  ampere  80  c.  p.  Timgstens. 
48.00  per  araium  for  6.6  ampere  200  c.  p.  Timgstens. 
60.00  per  annum  for  6.6  ampere  350  c.  p.  Tungstens. 

Cluster  posts  3  cents  to  4.3  cents  per  K.  W.  H. 


COMMISSION  DECISIONS 

ARIZONA 

300 — Investment  and  Return. 

G.  W.  M.  Carvel  et  al.  v.  Globe  Light  &  Power  Company,  Alleging 
that  the  Rates  for  Gas  and  Electricity  are  Unreasonable.  Decision  of 
the  Arizona  Corporation  Commission,  Fixing  the  Rates.   July  1, 1914. 

A  valuation  was  made  of  the  gas  and  electric  properties  and  detailed 
reports  were  given  relative  to  allowances  for  tangible  and  intangible 
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assets  of  the  company,  the  present   condition  of  the  property  and 
operating  revenues  and  expenses. 

314 — Overhead  Charges. 

"We  have  carefully  reviewed  the  evidence  and  engineering  recom- 
mendations as  to  the  amount  properly  to  be  added  to  the  inventory 
valuation  for  the  intangible  and  overhead  values  and  have  given 
particular  consideration  to  all  testimony  that  was  developed  regard- 
ing conditions,  financial  and  physical,  which  existed  during  the 
earlier  period  of  the  growth  of  this  plant. 

"We  find  no  condition  not  usually  present  in  the  development  of 
other  Arizona  mining  camps.  We  believe  the  system,  now  the 
property  of  the  Globe  Light  &  Power  Co.,  to  have  grown  from 
a  small  unit,  with  alternate  periods  of  prosperity  and  depression, 
and  we  predicate  such  belief  on  the  curves  of  the  plant  operation 
plotted  over  the  period  for  which  records  are  available.  We  believe 
that  the  effect  of  any  unsettled  conditions  arising  from  uncertainty 
in  mining  operations,  should  appear  in  the  allowable  rate  of  return, 
as  reflecting  back  the  effect  of  such  conditions  on  the  local  rate  of 
interest. 

"We  have  included  an  allowance  in  addition  to  the  inventory  valua- 
tion for  the  various  overheads  as  follows: 

Engineering  and  Supervision 5%  of  Depreciable  Property. 

Interest  during  Construction 4%  of  Depreciable  Property. 

Contingencies,     Legal     Expense, 

Omissions,  etc 3%  of  Depreciable  Property. 


Total 12% 

These  figures  are  to  apply  to  both  the  Gas  and  Electrical  properties." 

314.44^Contractor's  Profit. 

"The  report  of  the  Respondent  Company  contains  the  item  of 
'Contractors'  Profits.'  We  believe  that  the  admission  by  the 
Respondent,  that  the  prices  are  figured  on  a  piece-meal  basis  effect- 
ually disposes  of  contractors'  profits  as  an  element  in  the  valuation. 
No  work  could  consistently  be  figured  by  a  contractor  in  such  a 
way  as  to  include  a  profit  in  addition  to  the  cost  of  such  work  per- 
formed on  a  piece-meal  basis,  assuming  that  proper  overheads  were 
added.  On  the  contrary,  he  would  of  necessity  handle  labor  and 
material  so  advantageously  that  the  total  would  not  exceed  the 
piece-meal  cost,  and  the  higher  unit  prices  in  piece-meal  construc- 
tion may,  therefore,  be  said  to  include  the  contractors'  profits." 

315 — Going  Value. 

"We  have  given  consideration  to  'Going  Value'  as  an  element  of 
value  for  rate  making.  The  Auditor's  report  shows  a  deficit  of 
$44,425.75  in  the  Gas  Department,  by  the  Historical  method  of 
valuation,  a  method  of  accruing  deficits  and  surpluses  at  current 
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percentage  for  interest  and  depreciation.  The  Electric  Depart- 
ment on  t\ie  other  hand,  has,  by  the  same  process,  earned  an  accrued 
surplus  of  $26,148.  This  calculation,  however,  dating  from  the 
reorganization  of  the  Company,  includes  only  the  later  years  of 
the  Electric  Department's  life,  while  practically  the  entire  life 
of  the  Gas  plant  is  thereby  included.  The  expenses  of  establishing 
a  system  as  a  going  concern  are  likely  to  be  met  entirely  during 
the  earher  period  of  the  system's  existence,  and  of  these  expenses 
we  have  no  record  in  the  accounts.  We  assume  that  to  reproduce 
a  similar  property,  under  conditions  analogous  to  those  under  which 
the  system  of  the  Respondent  was  developed,  would  require  an  expen- 
diture comparable  in  amount  to  that  required  to  place  a  like  system 
elsewhere  on  a  going  basis.  We  are  of  the  opinion  that  a  reproduc- 
tion basis,  rather  than  a  consideration  of  the  accounts  of  the  Com- 
pany, should  be  the  determining  feature  in  arriving  at  a  fair  and  just 
allowance  for  Going  Value  in  this  case,  and  have  given  weight, 
therefore,  to  the  reproduction  basis  in  arriving  at  a  just  and  fair 
Going  Value  to  be  considered  in  the  valuation  for  rates  of  the  Gas 
and  Electric  Departments,  as  operated  by  the  Respondent." 

Ten  per  cent  was  allowed  for  going  value  in  the  valuation  for  rate 
making  for  the  electric  department. 

318— Working  Capital. 

An  allowance  of  13^  per  cent  of  the  gross  income  of  the  electrical  depart- 
ment was  made  for  working  capital. 

340— Rate  of  Return. 

"The  Commission  has  reviewed  all  evidence  touching  upon  this 
element  of  rate  of  return,  and  has  taken  into  consideration  the  hazards 
and  peculiar  characteristics  manifest  in  the  distriot  served,  and  are 
of  the  opinion  that  a  reasonable  rate  of  return  as  exemplified  in  the 
local  situation  should  not  at  this  time  be  less  than  10  per  cent. 
This  percentage  has  been  given  consideration  in  arriving  at  what 
should  be  applied  to  the  valuation  for  rate  making  purposes." 

360 — Depreciation . 

"The  Depreciation  allowed  in  this  case  is  calculated  on  a  straight 
line  basis,  from  a  consideration  of  the  estimated  life  of  each  indi- 
vidual item  of  equipment.  In  arriving  at  the  estimated  life  of  the 
various  items,  figures  commonly  accepted  by  engineers  were  used 
as  a  basis,  these  figures  being  modified  as  the  conditions  of  the  par- 
ticular cases  demanded." 

Four  per  cent  of  the  depreciable  property  was  allowed  for  the  electric 
property  and  3^  per  cent  for  gas. 

366 — Depreciation  Funds. 

"The  Depreciation  Reserve  shall  be  treated  as  a  separate  account 
and  shall  not  be  distributed  or  disposed  of,  except  in  accordance 
with  the  rules  provided  in  the  Uniform  Classification  of  Accounts 
for  Electric  and  Gas  Corporations,  heretofore  issued  by  this  Com- 
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mission,  wherein  the  disposal  of  and  proper  charges  to  a  deprecia- 
tion   fund    are    defined.' 


J) 


540 — Minimum  Charge. 

"Practically  all  of  the  fair  and  equitable  rates,  established  by  Com- 
missions, have  given  consideration  to  these  general  charges,  and  we 
shall  not  make  any  detailed  analysis  of  such  charges,  or  the  prin- 
ciples involved  therein. 

"It  is  apparent  that  the  Respondent  is  compelled  to  undertake 
many  expenses  that  it  may  serve  its  various  classes  of  consumers 
regardless  of  whether  any  individual  consumer  in  such  classes  may, 
during  any  particular  time,  use  none  of  the  commodity,  or  varying 
quantities  thereof.  Such  expense  is  carried  by  those  non-using 
consumers  and  should  not  be  placed  upon  the  other  consumers  who 
are  taking  the  ser\dce  and  who  must  make  up  the  Operating  Ex- 
penses, giving  the  Respondent  a  fair  return  on  its  investment  over 
and  above  all  legitimate  operatimg  expenses." 

580 — Terms  and  Conditions. 

"Particular  attention  was  directed  to  the  amount  of  deposits  on 
hand,  as  held  by  the  Respondent,  such  deposits  representing  con- 
sumers' money  deposited  by  them,  before  service  was  rendered, 
guaranteeing  prompt  pajTuent  and  settlement  of  bills  rendered  to 
cover  consumers'  consumption.  It  was  claimed  by  the  Respondent 
that  such  deposits  should  remain  in  force  and  effect  and  that  con- 
sumers, not  property  owners,  should  be  required  to  make  deposits. 

"It  is  our  opinion  that  such  is  the  most  practicable  method  of  secur- 
ing prompt  payment  of  accounts,  and  is  entirely  equitable,  in  that 
provision  for  the  payment  of  interest,  on  guarantee  deposits,  at 
eight  per  cent  per  annum  to  consumers,  is  required  of  all  water, 
electric  and  gas  companies,  by  a  general  order  of  this  Commission." 

In  regard  to  reconnection  charges  the  Commission  says: 

"Certain  expenses  are  occasioned  on  account  of  discontinuing 
electric  and  gas  service,  in  certain  instances,  to  facilitate  the  pay- 
ment of  bills  and  should  be  borne  by  the  person  causing  same. 
This  character  of  expense  is  the  direct  outgrowth  of  the  individual 
consumers  causing  the  same  and  should  be  assessed  accordingly. 
The  average  cost  of  this  item  of  expense  approximates  $1.00  in  each 
case  and,  on  the  basis  of  apportioning  costs,  this  Commission  Iselieves 
that  $1.00  should  be  charged  by  the  Respondent  against  such  con- 
sumer occasioning  discontinuance  of  service  by  reason  of  non-pay- 
ment of  bills  and  applying  for  and  receiving  resumption  of  service." 

The  rate  schedule  provided  in  the  order  contains  the  condition  that 
all  bills  are  due  and  payable  on  or  before  the  20th  day  of  the  month 
following  the  month  for  which  service  was  rendered;  and  that  service 
will  not  be  discontinued  until  after  a  second  notice  has  been  mailed 
and  a  third  notice  given,  advising  the  consumer  that  service  will  be 
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discontinued  within  five  days  after  third  notice,  if  a  satisfactor>'  adjust- 
ment has  not  been  made  between  the  consumer  and  the  Company, 
and  that  a  charge  of  §1.00  will  be  made  for  each  cut-in  for  non-payment 
of  bills. 

620 — Factors  Affecting  Rates. 

"The  methods  to  be  followed  in  determining  a  proper  rate  for  elec- 
trical energy,  are  necessarily  different  from  those  in  making  a  rate 
for  any  other  commodity,  due,  in  part,  to  certain  characteristic 
features  in  its  generation  and  distribution,  and,  in  part  to  the  peculi- 
arties  inherent  in  the  commodity  itself.  The  effect  is  to  make  the 
cost  of  a  unit  of  energy  dependent  upon  leading  conditions  and  upon 
the  nature  of  the  service,  with  the  result  that  the  compilation  of  a 
balanced  and  consistent  rate  entails  a  careful  engineering  and  account- 
ing analysis  of  the  condition  surrounding  each  individual  case." 

720— Rate  Schedules. 

The  rate  schedule  ordered  is  a  step  meter  rate  charging  15  cents  for 
the  first  100  kilowatt  hours.  The  company's  schedule  was  in  this 
form  and  the  Commission  simply  reduced  and  modified  the  rates. 


CONNECTICUT 


300 — Investment  and  Return. 

Petition  of  IMcMurray  et  al  for  a  Reduction  in  the  Rates  of  the 
Bridgeport  Gas  Light  Company.  Decision  of  the  Connecticut 
Public  Utilities  Commission,  Denying  the  Petition.     July  13,  1914. 

The  company  submitted  a  valuation  of  its  properties  based  on  cost  of 
reproduction  new  less  depreciation.  The  Commission  excluded  from 
the  company's  figures  the  cost  of  paving  over  mains  where  such  costs 
were  not  actually  incurred  by  the  company  and  excluded  the  allowance 
for  cost  of  organization  and  certain  other  items  which  were  considered 
excessive.  The  present  value  of  the  companv's  property  was  held  to  be 
approximately  $3,000,000. 

315.1—  Going  Value. 

"It  is  contended  by  counsel  for  respondent  that  an  additional 
allowance  should  be  made  to  cover  this  item  [going  concern  value] 
before  a  figure  can  be  reached  which  will  represent  the  full  present 
value  of  the  company's  property.  The  Commission  admits  that  the 
company  is  entitled  to  a  return  upon  a  valuation  which  takes  into 
account  that  it  is  a  live  organization  actually  supplying  customers 
and  so  of  more  value  to  its  owners  than  it  would  be  if  idle  or  just 
constructed  and  ready  to  solicit  business,  but  not  actually  in  full 
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operation.  We  do  not  hold,  however,  that  to  the  full  cost  to  re- 
produce new,  less  depreciation,  any  addition  should  be  made  for 
value  inherent  in  the  physical  property  because  the  company  is 
actually  in  successful  operation.  It  would  seem  that  by  crediting  the 
company  with  practically  the  full  cost-to-reproduce-new-less- 
depreciation  value,  based  on  the  engineers'  report,  we  are  already 
appraising  the  property  as  that  of  a  going  concern.  On  any  other 
theory  the  allowance  is  too  high,  for  if  the  company  could  be  con- 
ceived of  as  owning  all  its  'present  property  but  non-operating  and 
non-productive,  then  the  actual  value  of  the  tangible  property  to  its 
owners  would  be  but  a  fraction  of  what  it  would  cost  to  reproduce 
new.  While  we  can  see  no  reason  for  adding  to  the  appraisers' 
figures  for  physical  valuation  anything  more  because  the  company  is 
a  going  concern,  we  could  conceive  of  the  necessity  for  subtracting 
a  "going  concern  value"  from  the  cost  to  reproduce  new  in  case  the 
company  were  no  longer  successful  and  an  appraisal  were  necessary 
in  foreclosure  proceedings,  for  instance. 

"The  question  of  going  concern  value  is,  however,  broader  than 
indicated  by  the  foregoing  discussion.  It  involves  the  cost  of  re- 
production of  the  business  of  the  company,  while  we  have  heretofore 
considered  merely  the  cost  of  reproducing  the  company's  physical 
property. 

"The  courts  have  very  uniformly  held  of  late  that  even  in  rate  cases, 
consideration  of  such  costs  should  be  given  in  arriving  at  the  figure 
upon  which  utility  companies  are  entitled  to  earn  a  return.  One  of 
the  most  elaborate  discussions  of  this  question  appears  in  the  recent 
case  of  the  Kings  County  Lighting  Company  v.  New  York  Public 
Service  Commission  for  the  First  District.  .  .  .[5  Rate  Research 
19.] 

"It  cannot  be  said  arbitrarily  that  any  given  percentage  on  the 
valuation  of  the  tangible  property  should,  in  all  cases,  be  allowed 
but  the  whole  past  history  of  the  company  must  be  examined  to 
discover  where  there  actually  is  any  net  unrequited  cost  of  developing 
the  business  which  should  now  be  capitalized  in  order  that  the 
company  may  secure  a  fair  return.  In  some  cases  this  might  amount 
to  as  high  as  30  per  cent  of  the  structural  cost,  as  in  one  instance 
cited  by  the  respondent.  In  others  it  might  amount  to  nothing. 
We  must  consider  the  facts  in  each  case  by  themselves."     .     .     . 

The  Commission  concludes  that  the  value  of  the  original  investment 
has  been  unimpaired,  according  to  the  valuation  allowed  by  the  Com- 
mission, and  that  a  fair  return  has  been  received  since  the  beginning. 
It  is  held  that  under  these  conditions  no  allowance  need  be  made  for 
"going  value"  under  the  definition  laid  down  by  the  court  in  the  Kings 
County  case. 

340 — Rate  of  Return. 

"The  courts  have  defined  in  some  detail  the  characteristics  of  a  con- 
fiscatory rate,  so  that  the  problem  presented  to  the  Commission 
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affords  but  few  difficulties  from  that  aspect.  In  other  words,  it 
is  comparatively  easy  on  the  basis  of  the  legal  principles  laid  down 
by  the  courts,  when  applied  to  the  figures  accepted  by  the  Commis- 
sion in  this  case,  to  compute  with  some  certainty  what  rate  would 
be  sustained.  This  is  not  saying,  however,  that  it  would  be  im- 
reasonable  for  the  company  to  charge  in  the  first  place  a  rate  higher 
than  such  minimum  rate.  It  rests  in  the  discretion  and  judgment 
of  the  Commission,  after  considering  all  the  facts,  to  declare  whether 
or  not  an  existing  rate  is  so  much  higher  than  the  minimum  rate 
which  the  courts  would  require,"  as  to  be  unreasonable,  and  if  so, 
what  intermediate  rate  it  would  be  reasonable  for  the  company  to 
charge.     .     .     . 

"Assuming  that  a  rate  allowing  a  net  return  of  $150,000,  of  5  per 
cent.,  on  the  value  of  the  company's  property,  is  the  lowest  rate  that 
could  be  decreed  in  this  case,  without  being  subject  to  reversal  on 
the  ground  of  confiscation,  the  Commission  believes  that  better  and 
more  satisfactory  service  can  be  furnished  the  public  if  the  company 
has  a  larger  margin  of  profit,  so  that  necessary  capital  can  be  pro- 
cured when  needed  for  extensions  and  improvements. 

"While  there  is  more  or  less  uniformity  as  to  what  is  the  minimum 
rate  that  can  be  allowed  without  being  subject  to  the  charge  of  con- 
fiscation, there  is  less  definiteness  as  to  what  should  be  or  may  be 
a  maximum  rate  of  return.  The  greater  the  hazard,  the  greater 
the  rate  of  return  allowable  in  order  to  attract  necessary  capital  and 
give  reasonable  security  to  the  investors.  The  risk  and  stability  of 
the  business  conducted  by  the  different  public  service  companies 
vary  according  to  the  particular  line  engaged  in. 

"For  illustration,  the  stability  and  permanency  of  furnishing  a  water 
supply,  one  of  nature's  unchanging  products,  cannot  be  questioned. 
The  necessity  of  providing  transportation  and  communication  along 
present  lines  or  present  lines  improved  is  fairly  assured,  l^ut  to  what 
extent  the  consumption  may  be  limited  by  the  constantly  improved 
devices  for  augmenting  the  heat  and  lighting  power  of  a  given 
quantity  of  gas  or  to  what  extent  the  growing  development  of  the 
uses  of  electricity  may  supersede  gas  for  lighting  and  other  purposes 
is  problematic,  yet  to  some  extent  seems  certain,  and  the  nature  of 
a  gas  plant  or  an  abandoned  or  disused  portion  of  a  gas  plant  is  such 
that  it  cannot  be  readily  utilized  for  any  other  purpose."     .     .     . 

Under  the  present  rates  the  company  has  earned  approximatly  6f  per 
cent. 

"Under  all  the  circumstances  connected  with  this  case  the  Com- 
mission is  of  the  opinion  that  the  present  rate  of  return  is  fairly 
liberal  and  that  should  the  company's  business  increase  during  the 
next  few  years  in  the  ratio  of  increased  income  and  expenses  shown 
during  the  past  ten  years  a  reduction  of  rate  should  be  anticipated. 
On  the  other  hand,  considering  the  risk  assumed,  the  increasing 
cost  of  operation,  the  better  and  more  extended  service  that  can 
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fairly  be  required  of  and  furnished  by  a  company  with  a  fair  margin 
of  profit  above  mere  compensation,  we  are  of  opinion  that  the  present 
rate  of  the  company  is  not  unreasonable. 

"For  the  reasons  herein  stated  the  petition  is  denied."       .     .     . 


CONNECTICUT 

226.2 — Extension  of  Service. 

Complaint  v.  Bridgeport  Gas  Light  Company,  Requesting  Extension 
of  Main.  Decision  of  the  Connecticut  Public  Utilities  Commission, 
Ordering  the  Extensions.     August  18,  1914. 

Informal  compaints  were  received  by  the  Commission,  alleging  that 
the  gas  company  had  refused  to  make  extensions  of  mains  necessary  to 
serve  complainants. 

The  Commission  dismissed  the  McMurray  petition  for  a  reduction  in 
the  company's  rates,  giving  as  one  of  the  reasons  that  better  and  more 
extended  service  could  fairly  be  required  of  and  furnished  by  a  company 
with  a  fair  margin  of  profit  above  mere  compensation.  (See  rate  case 
given  above.) 

"The  Commission  is  of  opinion  that  a  company  which  is  allowed  to 
earn  annually  a  fair  reasonable  net  iflcome,  which  it  has  been  shown 
that  this  company  is  now  earning,  should  at  the  same  time  follow  or 
be  required  to  follow  a  correspondingly  fair  and  reasonable  policy 
regarding  the  service  given  and  compliance  with  requests  for  exten- 
sions. We  do  not  believe  that  before  every  portion  of  a  main  is 
laid  it  should  be  shown  to  be  prospectively  profitable  or  perhaps 
even  self-sustaining  from  the  start.  So  long  as  there  is  reason  to 
believe  that  a  proposed  extension  will  produce  business  which  will 
now  or  shortly  show  no  material  loss  to  the  company,  the  company 
should  make  the  extension  when  requested  at  its  own  expense,  and 
should,  itself,  bear  whatever  risk  of  loss  or  actual  loss  may  be  in- 
curred prior  to  the  extension  becoming  actually  profitable."  .     ,     . 


CALIFORNIA 

132 — Protection  from  Competition. 

Guglielmetti  Telephone  Company  v.  Chileno  Valley  Telephone 
Company,  Asking  for  Protection  from  Competition.  Decision  of 
California  Railroad  Commission,  Requiring  Invader  to  Discontinue 
Service.     October  3,  1914. 

The  defendant  telephone  company  provided  an  extension  of  line  to 
serve  M.  De  Martin,  the  president  of  the  company.     The  extension  was 
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made  without  securing  certificate  of  convenience  and  necessity  from  the 
Commission.  Subsequently  a  number  of  the  petitioner's  patrons  went 
over  to  the  other  company,  attracted  by  lower  rates. 

"It  is  shown  by  the  records  that  the  complainant  did  not  oppose 
the  extension  of  defendant's  lines  for  the  purpose  of  serving  Mr. 
De  Martin,  and  at  the  suggestion  of  the  Commission  the  complain- 
ant and  defendant  each  agreed  at  this  hearing  to  arrange  a  mutually 
satisfactory  compromise  contemplating  the  withdrawal  of  the 
defendant  from  Chapman  Lane,  except  that  it  should  continue  to 
serve  Mr.  De  Martin.  Ample  time  has  been  allowed  by  the  Com- 
mission to  all  parties  concerned  to  arrange  a  satisfactory  adjustment 
of  their  difficulties,  but  although  it  is  plain  that  this  extension  was 
made  in  violation  of  the  provisions  of  the  Public  Utilities  Act,  such 
adjustment  has  not  yet  been  effected.  In  view  of  this  fact  and  all 
of  the  circumstances  involved,  the  duty  of  this  Commission  appears 
to  demand  the  exercise  of  its  powers  to  require  due  observance  of  those 
provisions,  and  I  shall  recommend  that  the  defendant,  Chileno 
Valley  Telephone  Company,  except  that  it  be  permitted  to  continue 
to  serve  Mr.  De  Martin.  .  .  .  over  the  defendant's  lines,  be 
required  to  remove  or  otherwise  dispose  of  its  lines  along  said  Chap- 
man Lane,  and  to  discontinue  serving  any  and  all  other  patrons 
located  in  this  particular  locality  until  the  further  order  of  this 
Commission." 


REFERENCES 

INVESTMENT  AND  RETURN 


310— Valuation. 

Fundamental  Principles  of  Public  Utility  Valuation,  by  John  W. 
Alvord.  Proceedings  of  the  A.  S.  C.  E.,  47  pages.  October,  1914, 
p.  2389. 

The  paper  shows  that  the  science  of  valuation  calls  for  a  knowledge  in  three 
professions  or  callings;  the  law,  engineering  and  economics;  and  that,  fundamen- 
tally, it  is  the  law,  and  its  interpretation  by  the  higher  courts,  which  controls. 

The  fundamental  definitions  of  value  and  property  are  given,  and  the  constitu- 
tional conception  of  what  it  is  that  is  to  be  valued  is  sho\\Ti,  with  citations  from 
leading  cases  passed  on  by  the  Supreme  Court.  The  point  is  made  that  the  law- 
determines  that  it  is  a  "property,"  rather  than  an  actual  past  investment,  that 
is  to  be  valued,  and  that  the  value  must  be  found  as  of  today.  The  fact  that  we 
are  to  valvie  a  property  as  of  today  indicates  why  the  reproduction  method  obtains 
its  importance,  but  it  is  made  clear  that  reproduction  is  only  a  cost  metho<l,  that 
cost  is  not  value,  and  that  the  courts  have  indicated  that  all  lines  of  material 
evidence  should  be  examined. 
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310 — Valuations. 

The  Valuation  of  Public  Utility  Property,  by  I.  H.  Gandolfo. 
Proceedings  of  the  A.  S.  C.  E.,  37  pages.     October  1914,  p.  2439. 

The  primary  object  of  this  paper  is  to  show  that,  in  any  valuation  or  appraisal 
that  is  to  be  made  for  purposes  of  rate  making  or  security  issues,  the  proper  figure 
to  be  used  is  the  actual  cost  to  date  of  the  work  in  question;  provided,  of  course, 
that  there  has  not  been  extravagance,  fraud  or  gross  mismanagement  in  the 
origin  or  development  of  the  enterprise.  At  the  same  time,  it  is  also  shown  that, 
although  this  valvie  is  a  basic  figure,  it  is  not  necessarily  the  only  and  final  one  to 
be  used  for  any  and  every  purpose  for  which  a  valuation  may  be  undertaken. 
Reproduction  or  replacement  cost,  cost  of  reproduction  less  depreciation,  etc.,  all 
have  their  proper  place,  and  should  be  used  under  the  proper  conditions. 

Note. — The  above  papers  on  valuation  by  Messrs.  Alvord  and  Gandolfo  are  to 
be  presented  November  18,  1914.  They  are  published  in  full  in  the  Proceedings, 
and  discussion  is  invited. 

310— Valuation. 

The  Valuation  of  Railroad  Right  of  Way.  by  Frank  W.  Stevens, 
Counsel  for  New  York  Central  Lines.     1914.     Pamphlet,  47  pages. 

The  interpretation  which  should  be  given  the  word  "value,"  and  the  elements 
which  should  be  included,  are  discussed.  It  is  alleged  that  any  method  of  valuing 
right  of  way  which  disregards  that  element  of  value  arising  from  the  extent  of 
the  demand  for  its  use,  past,  present  and  prospective,  is  confiscatory,  and  the 
sole  function  of  courts  in  rate  making  cases  is  to  prevent  confiscation. 

310— Valuation. 

In  the  Matter  of  the  Valuation  of  the  Indianapolis  Light  and  Heat 
Company,  Before  the  Indiana  Public  Service  Commission.  Brief  on 
Behalf  of  the  Company.     122  pages. 

A  brief  has  been  submitted  by  Charles  N.  Thompson,  Elmer  E.  Scott  and  Olin, 
Butler,  Stebbins,  Curkeet  &  Stroud,  Attorneys  for  the  Company. 

330 — Capitalization. 

When  Bonds  Come  Due,  by  H.  P.  Wright.  Before  the  Annual  Con- 
vention of  Kansas  Utilities  Association,  Arkansas  Citv,  Kansas.  Octo- 
ber 23,  1914. 

No  financial  plan  is  soimd,  either  for  the  borrower  qr  lender,  miless  it  makes  some 
provision  for  the  payment  of  its  bonds.  It  is  neither  possible  nor  good  policy  for 
a  company  to  undertake  to  amortize  its  bonds  by  a  sinking  fimd  that  will  pay  all 
of  them  at  maturity.  A  growing  concern  not  only  has  to  save  all  of  its  money  for 
new  construction  but  it  has  to  be  "tailed  up"  from  the  outside  in  addition.  The 
company  attempting  to  bear  the  burden  of  a  heavy  annual  sinking  fund  "will  go 
busted  if  it  grows  or  starve  to  death  if  it  does  not."  The  other  plan  to  take  care 
of  maturing  bonds  is  the  only  workable  one,  under  present  conditions.  This  plan 
is  to  build  up  a  credit  for  the  concern  sufficient  that  when  the  bonds  come  due  the 
company  will  be  able  not  only  to  borrow  enough  money  elsewhere,  at  a  reasonable 
rate,  to  retire  the  maturing  bonds,  but  to  provide  money  in  addition  to  take  care 
of  additional  construction  and  enlargement  and  provide  for  future  growth.  This 
plan  is  approved  by  the  highest  financial  authorities  and  is  considered  the  only  safe 
method  to  follow  under  present  conditions.  The  uncertainty  of  securing  a  con- 
tinuation of  the  franchise  of  a  utility  company  is  the  most  troublesome  factor  to 
deal  with.  When  the  public  understands  fully  that  the  e.xpense  of  blackmail  and 
persecution  must  inevitably  come  back  in  the  shape  of  increased  rates  by  the 
utility  company,  it  will  demand,  as  it  has  already  done  in  several  states,  that  the 
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local  franchise  be  done  away  with  and  that  the  utilitj^  company  shall  operate  under 
the  state  charter,  the  same  as  a  bank  or  mercantile  company  with  full  power  of 
state  regulation,  both  as  to  service  and  rates,  and  local  authority  will  be  reduced 
to  the  rcfiulation  of  the  conduct  of  business.  The  old  system  of  franchise  is  a 
political  and  financial  monstrosity  and  there  is  no  doubt  but  that  within  a  very 
few  years  the  old  system  will  have  entirely  passed  away.  A  conservative  and 
scientific  financial  plan,  coupled  with  a  high  credit,  including  all  that  goes  to  make 
that  up,  and  preparation  to  make  a  moderate  payment  are  the  only  things  for  a 
manager  to  count  on  when  his  bonds  come  due. 

360 — Depreciation . 

Depreciatiox  axd  Rate  Control,  by  Allyx  A.  Youxg.  Pamphlet, 
Reprinted  from  The  Quarterly  Journal  of  Economics.  32  pages,  August, 
1914. 

Two  questions  outrank  in  practical  consequence  all  other  problems  of  procedure  in 
the  valuation  of  the  properties  of  public  service  companies  for  purposes  of  rate 
control.  First,  what  is  a  proper  rate  of  return  upon  the  investment?  Second, 
shall  the  property  taken  as  evidence  of  the  investment  be  valued  for  that  purpose 
as  though  it  were  new,  or  shall  an  allow'ance  be  made  for  the  fact  that  it  is  in 
various  stages  of  age,  wear,  and  obsolescence?  The  paper  deals  with  the  second 
of  these  important  issues.  The  mode  of  reckoning  depreciation  required  by  the 
Interstate  Commerce  Commission,  State  Commissions,  and  courts  is  discussed. 
In  conclusion  it  is  stated  that  in  valuation  for  purposes  of  rate  control  no  deduction 
should  be  made  on  account  of  the  depreciation  of  large  and  varied  properties, 
except  for  depreciation  allocated  to  a  period  in  which  depreciation  accruals  were 
regularly  charged  to  operating  expenses. 
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786 — Tests  and  Accuracy  of  Meters. 

The  Central  Station  axd  The  Service  Meter,  by  Clarexce  Reid. 
Read  before  the  Kansas  Gas,  Water,  Electric  Light,  and  Street  Railway 
Association  at  its  Seventeenth  Annual  Convention,  Arkansas  City, 
Kansas,  October  22-24,  1914. 

The  paper  discusses  meter  and  meter  testing  equipment  and  points  out  the 
importance  of  preventing  waste  from  incorrect  meters.  The  meter  department 
of  a  central  station,  considering  its  vast  importance  to  the  net  profit,  frequently 
does  not  receive  the  attention  it  deserves  from  the  central  station  manager. 
Too  many  central  station  managers  regard  the  meter  department  as  one  of  minor 
importance,  with  the  result  that  but  little,  if  any,  attention  is  paid  to  the  equip- 
ment for  testing  and  maintaining  the  service  meters.  To  those  familiar  with 
the  metering  problem,  it  seems  strange  that  so  many  managers  will  spend  large 
amounts  of  money,  thought  and  time  in  planning  improvements  in  the  generating 
apparatus,  or  distribution  systems,  in  order  to  effect  a  comparatively  small 
saving,  and  then  permit  many  times  this  possible  saving  to  "leak  out"  throvigh 
neglect  to  keep  the  watt-hour  meters  in  proper  condition.  When  it  is  realized 
that  as  much  money  is  now  often  lost  by  the  use  of  imperfect  meters  as  can  be 
wasted  by  the  use  of  inefficient  enginss  and  boilers,  the  importance  of  not  neglect- 
ing this  department  becomes  very  evident. 
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COURT  DECISION  REFERENCES. 


221.1 — Issue  of  Stock  and  Bonds. 

William  R.  Compton  et  al  v.  Allen  et  al.  Decision  of  the  District 
Court,  S.  D.  Iowa,  Central  Division.   July  6,  1914.  216  Federal  527. 

The  suit  was  brought  by  citizens  of  the  States  of  Missouri,  Indiana  and  Maine 
to  restrain  the  enforcement  of  an  act  of  the  General  Assembly  of  Iowa,  approved 
April  19,  1913  (Acts  35th  Gen.  Assem.,  C.  137),  commonly  termed  the  "Blue  Sky 
Law"  of  that  state.  The  court  holds  that  stocks,  bonds  and  securities  are  subjects 
of  interstate  commerce,  and  sales  of  the  same  between  the  states  are  interstate 
commerce;  and  that  the  Iowa  law  is  not  within  the  police  powers  of  the  state  as 
an  inspection  law,  but  is  unconstitutional  and  invalid,  as  imposing  a  direct  burden 
on  interstate  commerce  and  as  imposing  burdens  upon  and  denying  privileges  to 
citizens  of  other  states,  which  are  not  imposed  upon,  and  which  are  granted  to, 
citizens  of  Iowa. 

380— Taxation. 

Spoil\ne  &  I.  E.  R.  Co.  V.  Spoil\ne  County  et  al.  Decision  of  the 
Washington  Supreme  Court,  September  26,  1914.     143  Pacific  307. 

The  appellant  owns  a  street  railway  system  within  the  city  of  Spokane.  A  valu- 
ation was  placed  upon  its  property  in  1911  by  the  railroad  commission.  This 
valuation  was  used  for  the  purposes  of  taxation  for  the  year  1912.  When  the  state 
board  of  equalization  convened,  the  plaintiff  appeared  before  it  and  asked  to  be 
permitted  to  introduce  evidence  tending  to  show  that,  since  the  time  of  the  in- 
vestigation of  value  made  by  the  public  service  commission,  conditions  had  so 
changed  that  the  value  of  its  operating  property  had  greatly  decreased.  The 
state  board  of  equalization  refused  to  hear  evidence  with  respect  to  the  change  of 
condition  of  value  for  the  reason,  that  as  it  believed,  it  was  without  power  to  change 
the  value  foimd  by  the  public  service  commission  in  1911.  Appeal  was  made  to  the 
Superior  Court  and  a  judgment  was  entered  dismissing  the  action.  The  Supreme 
Court  holds  that  the  finding  of  the  commission  for  the  year  1911  is  not  open  for 
review,  but  the  question  to  be  determined  is,  accepting  that  finding  as  final  as  of 
date  made,  whether  subsequent  thereto,  and  prior  to  the  assessment  for  the  5'ear 
1912,  there  had  been  a  material  depreciation.  The  cause  is  remanded  with  in- 
structions to  the  Superior  Court. 

800 — Munic  ip  alit  ies . 

Ex  Parte  City  of  Covington.  Decision  of  the  Kentucky  Court  of 
Appeals.     October  7,  1914.     169  Southwestern  718. 

The  court  holds  that  the  city  coimcil  of  Covington,  in  ordering  an  election  a,nd 
submitting  to  its  voters  the  question  of  incurring  an  indebtedness  for  the  extension 
of  its  water  works  system,  did  not  comply  with  the  requirements  of  the  statute. 
The  notice  did  not  specify  the  amiual  assessment  for  the  purpose  of  paying  the 
interest  and  creating  a  sinking  fimd.  It  should  have  stated  that  the  assessment 
"shall  not  exceed"  a  certain  amoimt.  The  judgment  of  a  lower  court  is  reversed 
with  directions  to  declare  the  election  invalid. 
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COMMISSION  DECISIONS 

CALIFORNIA 

300 — Investment  and  Return. 

Application  of  the  Southern  Pacific  Company,  For  Authority  To 
Make  Certain  Increases  in  Fares.  Decision  of  the  California  Rail- 
road Commission,  Dismissing  the  AppHcation.     October  10,  1914. 

The  Southern  Pacific  Company,  operating  a  number  of  suburban  lines 
])etween  points  in  Alameda  County  to  connection  with  its  San  Fran- 
cisco boats,  applied  for  permission  to  maintain  a  fare  greater  than  5 
cents  between  points  within  the  city  of  Oakland  and  for  permission  to 
increase  its  monthly  commutation  and  one  way  fares  between  San 
Francisco  and  Alameda  Points.  The  Commission  refused  to  allow  an 
increase  in  the  rates  which  had  been  Aoluntarily  offered  by  the  company 
and  which  the  patrons  of  the  company  had  depended  upon  when  pur- 
chasing property  along  the  applicant's  lines.  Certain  adjustments 
are  to  I :e  made  after  further  conference  between  the  company,  other 
interested  parties  and  the  Commission's  engineers.  In  discussing  the 
company's  valuation  and  the  various  contentions  for  increased  rates 
urged  by  the  company  a  number  of  holdings  are  made  by  the  Com- 
mission which  are  of  general  interest.  These  holdings  are  set  forth 
under  appropriate  headings  without  further  discussion  of  the  details 
of  the  local  situation  except  as  shown  in  the  discussion  by  the  Com- 
mission. 

312.2~Leases. 

"Oakland  pier  was  constructed  by  the  company  and  its  predecessors. 
Much  litigation  has  been  carried  on  between  the  company  and  the 
city  of  Oakland  over  the  ownership  of  this  pier,  and  finally  by  agree- 
ment the  company  was  given  a  franchise  for  fifty  years  to  operate 
over  the  pier,  thereafter  the  property  to  revert  to  the  city  of  Oak- 
land. The  company  arrives  at  a  valuation  for  this  pier  and  appor- 
tions such  valuation  over  the  fifty  years  of  the  franchise  so  that 
within  that  time  it  shall  have  had  returned  to  it  the  value  of  this 
property.  It  is  contended  by  the  protestants  that  inasmuch  as  this 
pier  has  been  in  existence  and  in  use  for  a  considerable  period  already, 
in  the  neighl^orhood  of  thirty  years,   if  an   arrangement  is  to   be 

EDrroRiAL  Note. — All  indented  matter  is  direct  quotation. 
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approved  whereby  its  value  is  to  be  returned  to  the  company  at  the 
expiration  of  its  right  to  use  it,  it  must  be  assumed  that  it  should 
have  returned  to  it  for  each  one  of  the  fifty  remaining  years  during 
which  the  right  to  use  exists  one  eightieth  instead  of  one  fiftieth  of 
its  value.  .  . 

"We  can  see  no  justification  for  the  position  assumed  by  the 
company  with  reference  to  the  cost  of  the  pier  and  the  dis- 
tribution of  the  expense.  This  important  property  is  now  sought 
to  be  treated  by  this  company  exactly  as  though  it  were  owned  in 
fee  simple.  That  is,  it  is  assumed  that  during  the  fifty  years'  right 
to  use  remaining  to  the  company  there  shall  be  returned  to  the  com- 
pany annually  an  interest  upon  the  entire  value,  and  in  addition 
thereto,  a  sufficient  amount  so  that  at  the  expiration  of  the  term 
the  company  shall  have  received  an  amount  equal  to  the  total  present 
value  of  the  property.  In  other  words,  it  is  assumed  that  reversion- 
ary interest  belonging  to  the  city  of  Oakland  is  at  the  present  time 
valueless.  With  this  contention  we  do  not  agree.  Assuming  that 
this  property  has  been  in  use  thirty  years,  which,  added  to  the  fifty 
years  yet  remaining,  would  make  a  total  of  eighty  years  during 
which  time  the  company  will  have  used  this  facility,  it  cannot  even 
then,  as  contended  by  the  protestants,  be  logically  held  that  one 
eightieth  of  the  present  value  shall  be  returned  annually  to  the  com- 
pany. Where,  as  here,  a  utility  has  made  improvements  upon  a 
property  to  which  it  has  no  title,  the  most  that  could  be  expected 
by  such  utility  would  be  the  return  of  the  cost  incurred  by  it,  and 
there  should  be  added  to  its  expense  the  fair  rental  value  of  the  prop- 
erty used  during  the  term.  .  .  We  do  not  intend  to  suggest  a 
substitute  for  the  theory  ad\'anced  by  the  company  or  the  one 
urged  by  the  protestants.  In  a  proceeding  such  as  this,  wherein 
rates  are  to  be  raised  the  burden  must  be  assumed  by  the  company 
to  prove  its  contention,  and  while  it  is  not  for  this  Commission, 
under  any  circumstances  to  resort  to  technicalities  in  order  to  bring 
about  any  particular  result,  yet  under  the  peculiar  circumstances  of 
this  case,  more  than  any  other  case  presented  to  this  Commission 
the  strictest  adherence  to  proof  on  the  part  of  the  company  seeking 
to  raise  these  rates  must  be  insisted  upon.  ..." 

317 — Construction  in  Advance  of  Present  Needs. 

The  company  submitted  an  estimate  representing  the  cost  of  elect- 
rification of  steam  lines  and  the  extensions  of  various  electric  lines  to 
serve  the  territory  in  question. 

"We  have  no  evidence  showing  the  cost  of  operating  before  electri- 
fication, and  while  this  Commission  should  under  no  circumstances 
suggest  that  improvements  and  substitutions,  such  as  those  brought 
about  by  the  company  in  electrifying  these  lines,  should  be  made 
without  hope  of  return  on  the  part  of  the  agency  making  them, 
yet  it  is  well  to  bear  in  mind  that  often  it  is  necessary  to  build  for 
Ihe  future;  and  if,  as  a  matter  of  fact,  the  officials  making  the  sub- 
stitution  were   aware   that    under  the   then   existing  arrangements 
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an  adequate  return  would  be  made,  yet  under  the  sul^stituted 
arrangement  such  an  adequate  return  could  only  be  expected 
after  a  considerable  lapse  of  time,  this  fact  should  l)e  considered  in 
passing  upon  an  application  to  increase  rates  subsequent  to  the 
change.  For  example,  one  might  own  a  ferryboat  which  would  be  just 
adequate  to  handle  the  existing  traffic  but  which  was  becoming  worn 
out  and  would  have  to  be  replaced.  If  the  traffic  was  increasing 
and  wise  foresight  indicated  that  within  a  reasonable  time  a  similar 
boat  to  the  one  in  use  would  not  be  adequate,  such  wise  foresight 
would  justify  the  purchase  of  a  boat  with  capacity  in  excess  of  the 
present  needs,  but  it  would  not  necessarily  follow  that  the  interest 
on  the  added  property  and  the  increased  cost  of  operation  should 
fall  upon  the  present  traffic  when  the  larger  facility  was  secured  to 
supply  the  needs  of  future  traffic.     .     .     . 

"We  believe  without  question  that  the  company  was  justified  in  the 
electrification  of  these  lines.  We  are  however,  not  of  the  opinion 
that  it  was  justified  in  the  construction  of  some  of  the  added  lines, 
except  in  contemplation  of  increased  traffic  in  the  future.  Utilities 
are  always  required  to  have  an  eye  to  the  future,  and  they  should 
ultimately  be  paid  for  the  expenditures  made.  But  one  of  the 
elements  always  urged  in  a  valuation  case  as  a  part  of  the  value  of 
the  property  is  the  cost  of  development  of  business  and  the  interest 
on  the  money  necessarily  idle  during  the  development  period.  If 
the  development  period  is  not  too  long  and  the  lines  are  wisely  con- 
structed, there  can  be  no  question  that  a  jjroper  return  should 
ultimately  be  had  from  subsequent  traffic.  But  it  is  idle  to  urge 
that  where  facilities  are  constructed  in  excess  of  present  needs  that 
the  rates  to  the  present  comparatively  few  patrons  should  be  so 
arranged  as  to  give  an  immediate  return.  The  Supreme  Court  of 
the  United  States  has  many  times  discussed  this,  and  of  course  the 
rule  is  well  established  that  facilities  constructed  in  excess  of  the 
needs  of  the  patrons  may  not  he  made  the  basis  for  unreasonable 
burdens  upon  the  present  consumers.  Except  in  the  case  of  certain 
paralleling  competitive  lines,  we  have  no  question  that  ultimately 
the  great  de\'elopment  that  is  to  come  to  Alameda  County  will 
repay  the  company  for  its  forehandedness  in  electrifying  and  im- 
proving these  lines.  But  we  do  not  believe  that  the  officials  who 
advised  the  electrification  and  the  extensions  of  these  lines  for  a 
moment  expected  at  the  time  of  such  improvement  that  the  rates 
would  be  other  than  those  that  have  existed  so  long.  The  record 
conclusively  shows  as  heretofore  pointed  out,  that  it  was  under- 
stood when  these  lines  were  constructed  and  these  improvements 
made,  that  such  construction  and  such  improvements  were  made  in 
contemplation  of  future  rather  than  present  needs.   .  .   ." 

340— Rate  of  Return. 

"Testimony  was  introduced  showing  the  general  financial  condi- 
tion of  this  company  and  while  at  the  present  time  it  is  difficult 
for  anyone  to  borrow  money,  still  this  company  is  in  very  good 
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financial  shape  and  is  carrying  on  an  extremely  profitable  business. 
In  fact,  it  is  in  evidence  that  these  very  suburban  lines  were  built 
in  their  entirety  from  earnings  as  is  likewise  the  case  of  the  double 
tracking  across  the  Sierras  and  various  other  improvements  that 
have  been  and  are  being  made  by  this  company,  and  this  in  addition 
to  a  6  per  cent  dividend  uopn  its  stock.  All  of  which  indicates 
that  this  company  is  making,  viewing  its  business  as  a  whole,  much 
beyond  6  per  cent  net  because  the  reinvestment  from  earnings  in 
capital  account,  of  course,  is  as  much  in  effect  a  dividend  as  the 
actual  taking  of  tlie  money  fi'om  the  treasury  by  the  stockholders. . ." 

The  Commission  discusses  the  "effect  of  the  voluntary  according  by 
the  company  of  the  rates  now  sought  to  be  raised"  as  follows: 

"For  many  years  the  rates  here  involved  have  been  in  effect.  We 
hear  much  of  confiscation  on  the  part  of  utilities,  and  it  is  now  being 
urged  that  confiscation  results  when  anything  less  than  the  current 
rate  of  interest  is  earned.  While,  of  course,  we  cannot  agree  that 
from  a  strictly  legal  viewpoint  such  a  contention  is  correct,  yet  we 
are  very  willing  to  admit  that  regulating  bodies  never  aim  to  make 
their  rates  so  low  as  just  to  avoid  legal  confiscation.  In  the  case 
here  involved,  however,  we  feel  no  hesitancy  in  saying  that  the 
strictest  presumptions  of  law  should  be  adhered  to  against  this 
company,  not  for  the  purpose  of  confiscating  its  property  but  for 
the  purpose  of  preventing  the  confiscation  of  tremendous  values 
in  the  property  of  the  residents  of  Alameda  County.  Thousands 
upon  thousands  of  people  have  built  their  homes  in  these  suburban 
communities  and  have  paid  prices  for  their  property  in  contempla- 
tion of  the  reasonableness  of  these  rates  voluntarily  accorded  by 
this  carrier.  When  through  a  long  period  of  years  a  transportation 
company  has  voluntarily  accorded  a  rate  to  a  community  on  the 
faith  of  which  large  investments  have  been  made,  and  when  again  the 
same  agency  has  voluntarily  and  under  no  legal  compulsion  incurred 
great  expenditures  and  largely  extended  its  facilities,  the  prima 
fade  reasonableness  which  attaches  to  voluntarily  accorded  rates 
becomes,  if  not  conclusive,  very  strongly  persuasive  upon  any  regula- 
tory authority. 

"An  increase  of  the  commutation  rate  alone  will  confiscate  or  take 
away  from  (the  term  used  is  immaterial)  the  value  of  the  residences 
of  every  person  in  the  territory  here  involved  who  is  forced  by  busi- 
ness reasons  to  commute  to  San  Francisco.  Confiscation  in  this 
case  looks  both  ways,  and  it  does  not  lie  in  the  mouth  of  this  car- 
rier to  urge  its  own  confiscation  in  utter  disregard  of  the  confisca- 
tion which  it,  if  permitted  to  have  its  way,  will  have  brought  about 
among  innocent  people  who  are  its  patrons.  Besides,  we  do  not 
treat  as  lightly  the  provisions  in  the  franchises  granted  by  the 
municipalities  involved  as  the  company  seems  willing  to  do.  While 
one  may  be  able  legally  to  avoid  a  voluntarily  assumed  obligation, 
still  such  a  one  should  not  be  permitted  to  invoke  the  rule  laid  down 
for  the  benefit  not  of  itself  but  of  third  parties.  The  rule  that  con- 
tracts of  pul)lic  utilities  may  be  avoided  is  a  rule  of  public  policy 
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and  does  not  at  all  subtract  from  the  moral  obligation  of  the  con- 
tractino;  parties.  If  any  one  has  taken  advantage  of  his  power  to 
extort  to  make  an  unconscionable  contract,  or  if  a  utility  has  entered 
into  a  contract,  the  enforcement  of  which  will  work  a  hardship  upon 
patrons  not  parties  thereto,  such  contract  may  be  set  aside,  not  in 
the  aid  of  the  party  offending  but  in  the  aid  of  innocent  people. 
Regardless  of  the  enforcible  provisions  of  these  franchises,  the  com- 
pany having  accepted  the  benefit  with  these  conditions  annexed 
should  in  good  conscience  be  required  to  assume  the  burden.  ..." 

360 — Depreciation. 

"The  valuation  presented  [by  the  company]  assumes  that  the  pro- 
perty is  as  valuable  as  when  new.  It  should  be  noted  that  the 
ferryboats,  for  example,  are  from  six  to  twenty  years  old  yet  their 
cost  to  reproduce  new  is  assumed  to  be  their  present  value.  For 
the  purposes  of  this  case  it  will  not  be  necessary  to  discuss  the 
question  of  depreciation  in  detail,  but  we  have  no  hesitancy  in  saying 
that  we  do  not  believe  the  cost  to  reproduce  new  ordinarily  represents 
the  present  value  of  the  property.  This  contention  is  advanced 
on  the  theory  that  inasmuch  as  the  property  performs  at  100  per 
cent  efficiency  therefore  it  is  as  valuable  as  though  it  were  entirely 
new. 

"In  another  case  now  pending  we  shall  discuss  this  question  of 
depreciation  in  detail,  but  it  is  worth  while  to  point  out  in  passing 
that  the  company's  engineers  here  have  overlooked  one  important 
fact,  and  have  forgotten  that  if  value  is  to  be  determined  by  the  work 
which  can  be  performed  by  any  agency  considered,  that  the  amout 
of  work  which  can  be  done  in  any  unit  of  time  is  only  one  of  the 
factors,  and  the  second  factor  is  the  number  of  units  of  time  the 
agenc>'  in  question  will  be  able  to  perform  this  amount  of  work. 

400— Rate  Theory. 

The  Commission  concludes  a  discussion  of  the  proper  adjustment  of 
rates  as  between  the  main  line  passenger  and  the  local  suburban  pas- 
senger, as  follows: 

"In  short,  from  the  standpoint  of  what  the  traffic  will  bear,  a  suf- 
ficient and  legitimate  doctrine,  if  properly  understood  and  circum- 
scribed, but  not  as  usually  urged  by  the  carriers,  the  apportionment 
here  must  fall,  for  the  limiting  maximum  rate  beyond  which  the 
carrier  may  not  go  and  hold  his  traffic  is  always  the  amount  the 
patron  can  afford  to  pay,  while  the  limiting  minimum  rate  below 
which  the  carrier  cannot  afford  to  do  the  business  is  the  actual 
added  cost  to  the  carrier  of  such  business  over  the  cost  such  carrier 
must  for  other  and  independent  reasons  incur.  In  short,  it  has 
appeared  to  us  that  both  the  courts  and  Commissions  have  been 
in  error  in  determining  the  lowest  rate  that  a  utility  may  reasonably 
and  lawfully  afford.  This  rate,  the  courts  and  commissions  to  the 
contrar}^  notwithstanding,  may  be  and  often  is  below  the  actual 
cost  of  performing  an  average  unit  service.     For  example,  in  the 
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case  of  a  hydroelectric  company,  it  may  be  that  the  actual  units  of 
power  available,  cost  unit  for  unit,  a  certain  amount  in  actual  out- 
of-pocket  expenditure.  Therefore,  if  we  view  this  subject  super- 
ficially we  would  immediately  say  that  this  company  could  not 
afford  to  furnish  its  commodity  at  a  less  rate  than  the  actual  out-of- 
pocket  cost  per  unit.  But  on  inspection,  it  may  appear  that  by 
reason  of  the  impossibility  of  operating  in  every  instance  to  maximum 
efficiency,  there  is  excess  property  and  excess  expense  incurred 
in  performing  the  total  service  performed  at  any  one  time,  which 
will  not  be  appreciably,  if  at  all,  increased  by  performing  some 
additional  service.  Therefore,  when  it  becomes  a  question  of  per- 
forming or  not  performing  the  additional  service,  under  the  circum- 
stances stated,  the  utility  does  not  and  should  not  look  to  the 
average  expense  of  performing  the  unit  of  service,  but  looks  to  the 
added  cost  and  the  added  revenue  alone,  which  added  cost  may  be 
much  less  than  the  average  cost  per  unit  and  which  added  revenue 
may  be  less  than  the  average  revenue  that  must  be  reciuired  per  unit. 
Therefore  in  determining  whether  or  not  such  added  business  shall 
be  done,  the  considerations  we  have  herein  discussed  are  the  ones  a 
wise  economy  will  require  to  be  studied. 

"Suburban  traffic  is  essentially  a  wholesale  traffic.  Suburban  rates 
are  essentially  wholesale  rates.  Therefore,  it  is  violative  of  funda- 
mental rules  of  rate-making  to  apply  units  of  expense  and  enforce 
divisions  of  property  on  an  equality  with  a  service  which  is  essentially 
different  and  essentially  retail.  Therefore,  without  going  into  this 
matter  further,  it  conclusively  appears  to  us  that  such  a  fallacy 
exists  in  the  method  of  apportionment,  both  of  property  and  expense, 
between  main  line  and  suburban  business  that  here  again  it  may  be 
said  that  the  company  has  not  sustained  its  burden  of  proof.  ..." 

629 — Competition . 

"In  discussing  the  evidence,  it  has  already  appeared  that  many 
of  the  lines  of  this  company  are  in  direct  competition  with  the 
lines  of  the  San  Francisco-Oakland  Terminal  Railways.  We 
have  so  often  expressed  ourselves  on  this  question  that  we  think 
it  unnecessary  to  again  discuss  it  extensively.  Competition  between 
natural  monopolies  and  regulation  of  natural  monopolies  are  in- 
consistent. If  competition  is  to  exist  between  natural  monopolies 
and  the  rights  of  the  public  are  to  be  enforced  through  competition, 
then  the  State  should  go  no  further  than  to  see  to  it  that  actual 
competition  exists  and  that  no  combinations  of  the  slightest  binding 
effect  are  permitted.  Under  such  competitive  arrangement  there 
will  be  the  tendency  on  the  part  of  the  owners,  if  absolutely  inde- 
pendent from  their  beginnings  in  the  money  sources  down  to  their 
actual  minutest  operations,  to  take  the  smallest  return  on  their 
investment  possible  and  to  enforce  the  greatest  economies  than  can 
be  brought  about.  Inevitably,  if  any  patron  or  any  locality  is  so 
unfortunate  as  to  be  outside  the  influence  of  this  competitive  force, 
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such  patron  and  such  locality,  in  the  absence  of  regulation,  must 
expect  to  pay  every  cent  that  can  be  extorted,  unless  the  conditions 
are  such  that  the  fear  of  competition  and  of  rivalry  for  the  business 
of  such  patron  or  comnmnity  minimizes  the  severity  of  the  extortion. 

"On  the  other  hand  if  regulation  is  to  assume  the  function  that  it  is 
attempting  to  assume  in  most  of  the  states  and  in  the  federal  govern- 
ment, as  far  as  railroads  are  concerned,  it'can  enforce,  if  it  is  adequate 
to  the  job,  the  efficiency  and  the  economy  that  we  have  shown 
competition  tends  to  enforce  without  the  duplication.  The  total 
sum  which  is  necessary  to  be  paid  for  service  by  a  natural  monopoly 
will,  of  course,  be  less  if  the  minimum  amount  of  investment  which 
is  required  to  perform  the  service  be  made.  This  is  so  simple  that 
we  are  at  a  loss  to  understand  the  difficulty  with  which  some  people 
grasp  it.  It  will  be  noted  that  we  have  said  'the  sum  necessary 
to  be  paid.'  Of  course,  under  inadequate  regulation,  the  sum 
that  is  paid  is  often  greater  and  the  service  that  is  performed  is 
usually  inferior  without  competition  than  with  it.  But  it  does  not 
follow  from  this  that  with  strong  laws  and  competent  officials  to 
enforce  them,  one  street  railway  line  on  a  street  cannot  be  required 
to  furnish  a  better  service  at  a  lower  rate  than  can  be  accorded  by 
two  street  car  lines  doubling  the  investment  and  dividing  the  re\  enue. 
Regardless  of  the  position  which  may  be  assumed  in  favor  of  com- 
petition or  regulation  of  natural  monopolies,  still  it  is  certainly  true 
that  the  public  should  not  be  required  to  accept  the  evils  of  both. 
The  evils  of  competition  are  duplication  of  facilities  and  a  necessarily 
high  cost  per  unit  of  service.  The  evils  of  monopoly  in  a  natural 
monopoly  field  are  disinclination  on  the  part  of  those  in  control 
of  such  monopoly  to  give  good  service  and  to  accord  reasonably 
low  rates.  In  the  case  at  bar  we  have  it  urged  that  the  entire  value 
of  competing  lines  and  the  entire  expense  of  operating  them  shall  be 
saddled  upon  the  patrons,  regardless  of  the  fact  that  these  lines  are 
admittedly  not  operated  nearly  to  efficiency.  Neither  the  law 
nor  justice  requires  this  to  be  done.  The  attitude  of  city  authorities, 
however,  too  often  possessed  of  a  merely  superficial  understanding 
of  the  important  questions  involved,  in  giving  franchises  to  com- 
peting natural  monopolies  bringing  about  such  duplication  of 
facilities,  as  unquestionably  exist  in  this  case,  should  be  condemned, 
unless  such  city  authorities  incorporate  conditions  in  the  franchises 
granted  which  will  require  the  utility  accepting  the  franchise  to 
accord  as  low  a  rate  and  as  good  a  service  as  can  be  forced  if  the  ,; 

facilities  are  not  duplicated;  and  unless,  further,  such  local  author-  |] 

ities  have  a  right  to  expect  that  they  can  force  the  performance 
of  a  service  demanded  in  a  franchise,  even  though  the  agency  accept- 
ing the  franchise  has  not  the  financial  ability  so  to  do. 

"It  should  be  borne  in  mind,  however,  even  by  the  most  superficial 
that  service  must  be  paid  for  by  some  one.  If  the  one  legally 
obligated  to  perform  it  is  financially  unable,  by  reason  of  the  con- 
ditions imposed  to  perform  some  one  else  will  have  to  be  substituted. 
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Patrons  cannot  secure  service  for  less  than  the  cost  of  performing  it, 
unless  someone  else  pays  the  difference  between  the  actual  cost  and 
that  received.  In  other  words,  even  boards  of  city  trustees  cannot 
force  the  impossible. 

"We  do  not  believe  that  under  the  circumstances  under  which 
certain  suburl)an  lines  of  the  company  were  constructed  in  Oakland 
and  Berkele>-,  this  company  has  a  right  to  impose  upon  its  patrons  a 
rate  sufficient  to  return  to  it  the  amount  which  otherwise  should  be 
returned,  on  the  ground  that  it  has  constructed  facilities  in  excess 
of  the  necessities  of  the  patrons." 


PENNSYLVANIA 

224.2— Contracts. 

James  Thompson  and  ]\I.  A.  Hanna  and  Company  vs.  Erie  County 
Electric  Company,  Alleging  That  a  Certain  Contract  Rate  is  Unrea- 
sonable. Decision  of  the  Pennsylvania  Public  Service  Commission, 
Dismissing  the  Petition.     August  18,  1914. 

The  complaint  involves  the  reasonableness  of  rates  fixed  by  contract 
for  a  supply  of  current  for  operating  an  Hulett  ore  unloading  machine 
at  Erie.  The  contract  was  made  for  a  term  of  five  years  and  was  en- 
tered into  prior  to  the  enactment  of  the  Public  Service  Company  Law. 

224.5— Rates  Fixed  by  CJontract. 

Counsel  for  ])oth  parties  agreed  that  the  Commission  has  power  to  in- 
quire into  the  reasonableness  of  the  rates  named  in  the  contract  and  to 
regulate  such  rates,  notwithstanding  the  fact  that  the  contract  was 
entered  into  prior  to  the  passage  of  the  Commission  Law  and  this  point 
is  not  discussed  in  the  Commission's  decision. 

The  respondent  has  refused  to  cancel  the  contract  and  the  Commis- 
sion says: 

"This  matter  of  cancellation  of  the  contract  is  one  that  this  Commis- 
sion has  no  authority  over." 

612— Power. 

The  complainants  alleged  that  its  contract  rates  (Schedule  9)  are  higher 
than  rates  offered  other  customers  receiving  similar  service  (Schedule  8) 
and  further  states  that  a  competing  company,  Erie  Lighting  Company, 
offers  a  lower  rate  for  this  service  (Schedule  D).  [Rate  Schedules  9, 
8  and  D,  are  given  at  the  end  of  this  article]. 

"As  bearing  upon  the  reasonableness  of  the  rates,  the  testimony 
given,  that  th(^  Erie  Lighting  Company  offered  to  furnish  the  same 
service  under  its  Schedule  'D,'  and  that  the  charges  for  current  at 
the  Ore  Dock  at  Buffalo  amount  to  a  flat  rate  of  S400.00  per  month, 
furnish  no  intelligent  or  proper  comparison  to  the  rates  complained 
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of,  for  the  reason  that  no  testimony  was  given  nor  data  secured  as 
to  what  the  Maximum  Demand  or  its  resulting  'Demand'  charges 
would  be  under  and  as  provided  in  said  Schedule  'D'  nor  what  was 
the  amount  of  current  used  or  amount  of  work  performed  at  Buffalo 
as  comiKired  to  Erie. 

"The  Complainant  established  and  emphasized  the  fact  that  the 
electric  current  it  received,  is  a  part  of  the  same  current  produced 
at  the  same  time,  in  the  same  place,  by  the  same  generator,  and  at 
the  same  cost  per  kilowatt  for  production  as  is  the  current  furnished 
to  and  'produced  for  the  vast  number  of  other  power  customers'  of 
the  respondent. 

"Is  it  lawful,  then,  for  the  Respondent  to  charge  the  Complainant 
a  rate  different  (be  it  more  or  less)  from  what  it  charges  other  power 
customers?  Is  Schedule  9  reasonable  and  lawful  in  itself,  and  in  its 
application  to  the  Complainant,  and  are  the  rates  therein  just,  rea- 
sonable and  lawful?" 

620 — Factors  Affecting  Rates. 

"The  Public  Service  Company  Law  enacted  July  26,  1913,  provides 
in  Article  III,  Section  1 :  'It  shall  be  lawful  for  every  public  service 
company — ' 

'(a)  To  demand,  collect  and  receive  fair,  just  and  reasonable  prices, 
rates,  fares,  tolls,  charges,  or  other  compensation,  for  each  and 
every  service  rendered,  or  to  be  rendered  by  it,  to  any  person  or  cor- 
poration, or  to  any  other  public  service  company  with  whom  it  in- 
terchanges facilities  or  services.' 

'(b)  To  employ  in  the  conduct  and  management  of  its  business, 
suitable  and  reasonable  classifications  of  its  service,  patrons  and 
rates;  and  such  classifications  may,  in  any  proper  case,  take  into 
account  the  nature  of,  the  use,  and  quantity  used,  the  time  when 
used,  the  purpose  for  which  used,  the  kind,  bulk,  value,  and  facility 
of  handling  commodities  and  any  other  reasonable  consideration.' 

"and  in  Article  III,  Section  8 — 'It  shall  be  unlawful  for  any  public 
service  company — ' 

'(a)  To  charge,  demand,  collect  or  receive,  directly  or  indirectly,  by 
any  special  rate,  rebate,  drawback,  abatement,  or  other  device  what- 
soever, from  any  person  or  corporation,  for  any  service  rendered  or 
to  be  rendered,  a  greater  or  less  compensation  or  sum  than  it  shall 
demand,  charge,  collect  or  receive  from  any  other  person  or  corpo- 
ration for  a  like  and  contemporaneous  service  under  substantially 
similar  circumstances  and  conditions.' 

"From  the  above,  it  is  evident  that  the  classification  authorized  is 
not  limited  to  the  methods  of  production,  distribution,  and  opera- 
tion costs  of  the  producer,  but  is  authorized  to  be  applied  to  'the 
nature  of,  the  use,  the  quantity  used,  the  time  when  used,  the  pur- 
pose for  which  used,  etc;'  and  that  the  'classification'  extends  to 
the  customer,  his  uses,  requirements,  et  cetera.     Under  such  enact- 
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ment  it  is  proper  and  lawful  for  the  Respondent  to  classify  its  power 
customers." 

621 — Demand  Factor. 

"It  has  long  l^een  recognized  in  the  manufacture  of  electricity  that 
irregularity  in  the  current  demands  of  a  customer  results  in  the  least 
desirable  class  of  business,  owing  to  the  necessity  of  making  provis- 
ion for  furnishing  sufficient  service  at  the  times  of  greatest  require- 
ments for  same,  and  then  having  a  greater  or  less  portion  of  the  power 
station  equipment  idle  at  other  times,  when  the  customer  has  no 
need  of  the  full  amount  that  provision  has  been  made  for.  Another 
difficult  service  to  maintain  is  where  the  requirements  are  subject  to 
sudden  and  recurring  wide  fluctuations.  In  such  cases  unusual  pre- 
cautions and  provisions  are  required  at  the  generating  station  to  pre- 
vent the  varia})le  demands  of  one  customer,  unless  served  from  an 
individual  generator,  affecting  adversely  the  regularity  of  the  voltage 
and  current  furnished  to  all  the  other  customers." 

From  the  testimony  it  is  indicated  that  there  is — 

"a  considerable  and  recurring  fluctuation  in  the  current  require- 
ments at  the  Ore  Dock,  and  as  in  addition,  the  Complainant  uses  but 
a  small  amount  of  current  for  two  to  four  months  per  year,  and  then 
a  very  much  larger  quantity  (200  to  400  times  as  much)  during  the 
'season  of  navigation;'  and  also  with  a  large  variation  in  the  quan- 
tity of  current  required  from  year  to  year,  it  is  the  opinion  of  the 
Commissioners  that  a  classification  covering  such  service,  and  the 
service  rendered  to  the  Complainant,  is  proper  and  lawful.  .  .  . 

"As  the  average  rate  per  K.  W.  hour  to  power  customers  served  under 
Schedule  8  varies  for  each  customer  monthly,  and  varies  also  as  be- 
tween different  customers;  and  as  the  average  rate  for  the  Com- 
plainant under  Schedule  9  is  not  considered  unreasonably  higher 
than  it  would  be  under  Schedule  8;  and  as  the  Respondent  is  con- 
sidered entitled  to  a  separate  classification  for  the  service  rendered 
to  the  Complainant,  it  is  the  Opinion  of  the  Commission  after  con- 
sideration of  all  the  circumstances,  that  the  rates  named  in  the 
Respondent's  Schedule  9  of  its  'Classification  Schedule  of  Rates, 
etc.,'  are  not  unjust,  unreasonable  nor  unlawful,  and  it  accordingly 
directs  that  the  complaint  be  dismissed." 

720— Rate  Schedules. 

ERIE   COUNTY  ELECTRIC   COMPANY. 
Power  Rate,  Schedule  8. 

Wholesale  raw  current  service  for  not  less  than  7\  horse  power,  schedule  of  rates 
for  power  by  alternating  3-phase,  60-cycle,  2,300  volts  or  over.  Raw  current, 
when  customer  provides  transformer,  or  takes  current  at  2,.300  volts,  or  over. 

Rate. 

Demand  Charge. 

$1.00  per  kilowatt  of  maximum  demand  per  month,  plus  an 
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Energy  Charge  of 

.03  cents  per  kilowatt-hour  for  the  first  1000  kilowatt-hours  or  less  per  month. 

.0225    cents  per  kilowatt-hour  for      1,000  kilowatt-hours  per  month. 

.018      cents  per  kilowatt-hour  for      2.000  kilowatt-hours  per  month. 

.015      cents  per  kilowatt-hour  for      3,000  kilowatt-hours  per  month. 

.012      cents  per  kilowatt-hour  for      5,000  kilowatt-hours  per  month. 

.01125  cents  per  kilowatt-hour  for    10,000  kilowatt-hours  per  month. 

.0105    cents  per  kilowatt-hour  for    20,000  kilowatt-hours  per  month. 

.0099    cents  per  kilowatt-hour  for    40.000  kilowatt-hours  per  month. 

.0096    cents  per  kilowatt-hour  for    80,000  kilowatt-hours  per  month. 

.009      cents  per  kilowatt-hour  for  160,000  kilowatt-hours  per  month. 

.0085    cents  per  kilowatt-hour  for  all  over  250,000  kilowatt-hours  per  month. 

(All  kilowatt  hours  consumed  between  each  range  to  be  charged  at  next  lowest 
rate.) 

Determination  of  Maximum  Demand. 

On  15  kilowatt  installation  or  over,  the  demand  shall  be  measured  b}'  a  maxi- 
mum demand  meter  indicating  for  each  separate  service  taken  as  a  imit  the 
monthly  maximum  demand;  but,  the  aggregate  cjuantity  of  current  used  of 
such  separate  services  (where  there  are  separate  services)  shall  be  charged 
at  the  lowest  rate  for  energy  charge  resulting  from  addition  of  all  such  separate 
services. 

Prompt  Payment  Discount. 

5  per  cent  discount  for  payment  on  or  before  the  10th  day  of  each  month. 

Minimum  Charge. 

$15.00  per  customer  per  month. 

Terms  and  Conditions. 

The  company  will  provide  transformers  for  wholesale  raw  current  customers 
for  a  rental  of  10  per  cent  per  j-ear  of  cost  of  transformers,  to  be  paid  in  monthly 
installments.  The  Company  reserves  the  right  to  specify  the  size  of  trans- 
formers to  be  used  on  rental  basis. 

ERIE   COUNTY  ELECTRIC   COMPANY. 
Power  Rate,  Schedule  9. 

Schedule  of  rate  for  power  by  alternating,  3-phase,  60-cycle,  2,300  volt,  or  over 
raw  current,  when  customer  provides  transformer,  or  takes  current  direct 
without  tran.sformer,  and  uses  the  current  at  irregular  intervals  during  the 
season  of  navigation,  and  occasionally  before  and  after  navigation,  if  reciuired. 

Rate. 

4  cents  per  kilowatt-hour  for  the  first  100,000  kilowatt-hours  per  season. 
3  cents  per  kilowatt-hour  for  the  next  40,000  kilowatt-hours  per  season. 
2  cents  per  kilowatt-hour  for  all  over  140,000  kilowatt-hours  per  sea.son. 

Minimum  Charge. 

$4,000  per  customer  per  season. 

ERIE  LIGHTING  COMPANY. 
High  Tension  or  Wholesale  Power  Rate.     Schedule  D. 

Available  for  all  consumers  using  the  Company's  2,200  volt,  3-phase  service  for 
power  purposes.  Consumers  having  a  connected  load  of  at  least  fifty  (50)  horse- 
power may  supply  themselves  with  light  from  this  power  service  to  an  extent  not 
exceeding  20  per  cent,  of  the  total  connected  load. 
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Rate. 

Same  as  in  Schedule  8,  given  above. 

Determination  of  Maximum  Demand. 

By  maximum  demand  is  meant  the  largest  amoimt  of  power  used  for  a  period 
of  five  minutes  during  the  month.  This  is  determined  or  measured  by  a  maxi- 
mum demand  meter  or  meters.  On  installations  of  15  K.  W.  or  less,  the 
maximum  demand  will  be  taken  as  75  per  cent,  of  the  transformer  capacity. 

Prompt  Payment  Discount. 

5  per  cent,  prompt  payment  discount. 

Minimum  Charge. 

.$15.00  per  customer  i)er  month. 

Terms  and  Conditions. 

The  consumer  may  provide  his  own  transformers  or  the  company  will  provide 
and  maintain  transformers  under  this  schedule  at  a  rental  charge  of  10  per  cent 
per  year  of  the  cost  of  the  transformer,  payable  in  monthly  payments.  The 
company  reserves  the  right  to  specify  the  size  of  transformers  to  be  used. 


REFERENCES 
RATES 

400— Rate  Theory. 

The  Natural  and  Market  Price  of  Public  Utility  Services,  by 
Frederic  J.  Whiting.  6|  pages,  SUwe  d'  Webster,  November,  1914, 
p.  341. 

If  through  government  regulation,  the  market  price  of  public  utility  services  is 
forced  below  the  natural  price,  the  development  of  the  industry  will  be  greatly 
retarded  and  new  capital  will  be  warned  against  entering  public  utility  business. 
From  now  on  public  utilities  in  search  of  capital  will  find  themselves  in  keener 
competition  with  other  borrowers  than  ever  before  in  their  historj'.  The  success- 
ful applicants  will  be  the  ones  than  can  present  the  largest  opportunities  to  in- 
vestors. The  phrases  ''sellers'  market"  and  "buyers'  market"  are  in  common 
use  in  trade.  The  former  means  that  the  seller  is  able  to  name  the  price  and  the 
latter  that  the  buyer  dictates  the  terms.  In  other  words,  it  is  investors  and  not. 
public  utility  commissions  who  will  have  the  dominant  voice  in  the  disposal  of 
pul)lic  utility  securities  in  coming  years.  Whether  this  should  in  any  way  modify 
the  policy  of  the  commission,  is  a  question  which  one  would  expect  them  to  take  up 
for  immediate  consideration. 

510 — Forms  of  Rates. 

Approval  of  Demand  Rates  by  Public  Service  Commissions.  Elec- 
trical Review  and  Western  Electrician,  Noveml)er  14,  1914,  p.  960. 

A  review  is  given  of  the  conclusions  of  the  public  utility  commissions  as  to  the 
proper  form  or  forms  which  should  be  used  in  expressing  rates  for  electric  utilities. 
Many  of  the  Commissions,  including  New  Jersey,  Michigan,  Vennont,  New  Hamp- 
shire, Rhode  Island,  Connecticut,  Washington,  Pemisylvania,  Illinois,  Indiana  and 
the  District  of  Columbia,  have  handed  down  no  decisions  whatever  afTecting 
electric  rates.     Of  the  remaining  commissions,  onh'  a  few  have  gone  far  enough 
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to  investigate  the  types  of  electric  rates,  and  to  approve  or  disapprove  of  a  type, 
or  even  to  refuse  to  approve  of  anj'  t^-pe,  as  in  the  ease  of  Massachusetts.  While 
some  of  the  commissions  have  approved  of  meter  rates,  either  in  the  form  of  the 
straight-line  meter  rate  or  as  the  meter  rate  with  discoimts  for  quantity,  either 
in  the  block  or  step  form,  in  general  the  commissions  which  have  approved  of  the 
demand  tjqje  of  rate  seem  to  be  more  sure  of  their  ground,  and  their  decision  to 
approve  of  a  demand  rate,  as  evidenced  by  their  reports,  indicates  more  careful 
and  extensive  examination  into  the  subject,  than  is  the  case  where  meter  rates 
have  been  approved.  Commissions  which  have  approved  of  demand  rates  are 
Wisconsin,  New  York  (2  D.),  Missouri,  Ohio,  Oregon;  commissions  which  have 
ordered  in  meter  rates  but  not  of  the  demand  type  are  California,  Arizona,  Idaho, 
Montana,  Kansas,  Georgia,  Oklahoma  and  Nevada;  and  commissions  which  have 
handed  down  electric  rate  decisions  but  have  refrained  from  definitely  approving 
any  type  of  rate  are  ^lassachusetts.  New  York  (1  D.),  and  Marjdand. 


INVESTMENT  AND  RETURN 

360 — Depreciation. 

The  Calculation  of  Depreciation,  by  George  E.  Barrett,  1  page, 
Electrical  Engineering,  November,  1914,  p.  449. 

The  importance  of  carefulh'  determining  a  method  of  taking  care  of  depreciation 
is  urged.  A  formula  is  given  for  estimating  the  yearly  rate  to  be  set  aside  to  cover 
depreciation  and  a  table  is  included,  showing  approximately  the  useful  life  of  plant 
machinery. 

390 — General  Investment  and  Return  Information. 

A  Rambling  Talk  ox  European  Public  Utility  Conditions,  by 
W.  J.  Clark.  Read  before  the  Public  Service  Companv  Section  of 
the  A.  E.  R.  A.,  Newark,  N.  J.,  October  29,  1914. 

Public  utility  conditions  in  England  and  other  European  countries  are  discussed 
and  data  are  given  providing  comparisons  between  conditions  in  these  countries 
and  in  the  United  States.  The  tables  include  data  for  both  private  and  municipal, 
or  public,  operation.  The  extent  and  utilization  of  public  utility  facilities  in  the 
United  States  are  comparatively  greater  than  elsewhere  and  this  fact  affords 
the  best  possible  evidence  that  the  methods  followed  in  the  creation  and  operation 
of  our  public  utilities  are  economically  sound. 


PUBLIC  SERVICE  REGULATION 

lOO—Public  Service. 

Pl-blic  Policy,  bv  F.  T.  Post.  3  pages,  Public  Service,  November,  1914, 
p.  133. 

The  classification  of  all  business  into  "public  callings"  and  "private  business" 
and  the  public  policy  as  to  the  regulation  of  business,  public  and  private,  is  dis- 
cussed. Particular  attention  is  given  to  the  policies  of  commissions  in  making 
valuations  of  public  utilities  and  in  allowing  for  a  fair  rate  of  return  in  rate  investi- 
gations. 
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149 — Holding  Companies. 

Holding  Companies  and  the  Public  Welfare,  b\-  Charles  F. 
Mathewson.  Address  deli\'ered  before  the  American  Academy  of 
Political  and  Social  Science,  at  Philadelphia,  November  14,  1914. 

The  service  performed  by  holding  companies  is  discussed  and  the  paper  concludes 
that  the  great  majority  of  holding  companies  exist  to  meet  a  real  need;  they  add 
immensely  to  the  development  and  the  efficiency  of  the  service  of  pul)lic  utilities, 
and  inure  enormously  to  the  benefit,  not  only  of  their  immediate  customers,  but 
also  of  the  entire  communities  in  which  such  utilities  are  located.  Holding 
companies  make  possible  the  procurement  of  capital  in  the  development  of  public 
utilities  which  could  not  be  obtained  by  local  companies  more  or  less  dependent 
upon  the  local  financial  resources.  Investments  made  through  a  holding  company 
are  more  secure  because  dependent  upon  the  average  of  a  number  of  enterprises 
with  property  interests  diversified  as  to  territory  and  character.  The  holding 
company  can  also  be  an  agent  promoting  greater  efficiency  as  it  is  in  a  position  to 
command  engineering  and  executive  skill  of  a  quality,  and  to  acquire  sujjplies  in 
wholesale  quantities  at  a  price,  and,  freciuently,  to  control  sources  of  energy  which 
it  is  able  to  distribute  at  a  rate  per  unit,  impossible  to  a  local  company  relying  upon 
its  own  resources.  The  writer  also  points  out  that  there  is  a  distinction  between 
public  utilities  and  other  corporations  and  says  that  the  holding  company,  so  far 
as  it  relates  to  public  utilities,  is  not  open  to  the  objection  which  has  been  strongly 
urged  against  holding  companies  in  commercial  business. 

200 — Public  Service  Regulation. 

How  Utility  Regulation  Has  Worked  Out,  by  John  A.  Britton. 

2  pages,  Public  Senice,  November,  1914,  p.  145. 

Mr.  Britton,  General  Manager  of  the  Pacific  Gas  &  Electric  Company,  comments 
favorably  upon  the  results  of  regulation  by  state  commissions.  He  states  that 
the  California  commis.sion  has  inspired  the  investor  with  confidence  in  California 
securities  by  afTording  protection  against  reckless  and  improvident  competition, 
and  b}'  recjuiring  careful  and  proper  expenditure  of  capital. 

226.5-  Standards  of  Service. 

A   Discussion   of    the   Rules   of   the   Pennsylvania    Commission. 

3  pages,  N.  E.  L.  A.  Bulletin,  October,  1914,  p.  575. 

The  discussion  by  Prof.  L.  H.  Harris,  consulting  engineer  of  the  Pennsylvania 
Public  Service  Commission,  of  the  rules  and  regulations  of  the  commission  pertain- 
ing to  electric  utilities  is  given,  as  presented  before  the  annual  meeting  of  the 
Affiliated  Peimsjdvania  Electric  Association,  in  September,  at  Eagles  Mere, 
Pennsylvania. 

261— Public  Service  Bills. 

National  Civic  Federation.  3^  pages,  Electric  Railway  Journal, 
November  14,  1914,  p.  1096. 

The  main  features  of  the  model  bill  drafted  by  Executive  Council  of  the  Depart- 
ment on  Regulation  of  Interstate  and  Municipal  Utilities  of  the  National  Civic 
Federation  are  abstracted.  A  brief  review  of  the  memorandum  of  transmission 
by  Seth  Low  and  William  R.  Willcox,  and  a  resume  of  suggested  amendments  to 
the  bill  are  given. 
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REPORT  ON  ELECTRIC  RATES 
CINCINNATI,  OHIO 

300 — Investment  and  Return. 

Report  on  the  Valuation  of  the  Property  and  the  Electric  Rates  of  the 
Union  Gas  and  Electric  Company,  Cincinnati,  Ohio,  by  Arthur 
C.  King.     November  7,  1914. 

Mr.  King,  expert  for  the  City,  has  submitted  a  report  to  the  City 
Council  for  the  purpose  of  fixing  electric  rates  by  ten  year  ordinance. 
Mr.  King  is  the  engineer  who  assisted  City  Electrician  Palmer,  in  the 
report  for  the  City  of  Chicago  in  the  investigation  of  the  rates  of  the 
Commonwealth  Edison  Company, 


310    Valuation. 

A  summary  of  the  findings,  in  regard  to  the  valuation,  and  the  in- 
vestigation of  revenues  and  expenses,  is  given  as  follows: 

"The  bulk  of  the  property  used  for  furnishing  electric  service  is 
owned  by  the  Cincinnati  Gas  &  Electric  Co.  An  appraisal  was 
made  of  the  used  and  useful  property  for  furnishing  service  within 
the  City  of  Cincinnati,  treating  it  as  under  unified  ownership.  A 
summary  of  this  valuation  is  as  follows : 

Reproduction  Cost  New $7,952,893 .  79 

Existing  Depreciation 1,104,133.48 

Present  Value $6,848,760. 31 

"The  income  accounts  for  the  twelve  months  ending  June  30,  1914, 
were  examined  and  adjusted,  the  final  figure  for  Cincinnati  business 
being  $2,023,835.61. 

The  expenses  were  treated  in  a  similar  manner  to  income.  The 
amount  including  miscellaneous  deduction  from  income  being 
$840,969.91. 

"The  net  earnings  as  shown  by  these  figures  are  $1,182,865.70." 
Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Deducting  the  depreciation  reserve  and  return  on  investment  from 
the  adjusted  net  earnings,  the  excess  revenue  derived  from  the  present 
business  which  would  be  the  maximum  that  could  be  devoted  to  rate 
reductions  is  found  to  be  $330,709.22,  approximately  19%  of  the 
total  income  exclusive  of  municipal  lighting  which  is  being  furnished 
under  a  ten  year  contract. 

"In  the  above,  no  allowance  has  been  made  for  contingencies  which 
are  sometimes  taken  into  account  by  allowing  a  somewhat  greater 
return  than  shown  by  the  calculations.  In  any  event  it  would  appear 
that  a  reduction  of  17^%  should  be  made." 

312.9— Paving  Over  Mains. 

The  cost  of  paving  is  included  in  the  valuation.  The  calculation  of 
this  cost  was  made  along  the  same  lines  as  in  the  Commonwealth 
Edison  Report. 

314r— Overhead  Charges. 

"The  overhead  charges  as  estimated  in  the  present  case  are  as 
follows: 

"Engineering  and  architect's  fees  5%;  taxes,  fire  and  liability  in- 
surance during  construction  1%;  legal,  organization,  contingent 
and  miscellaneous  expense  4|%,  totaling  10|%. 

"It  is  estimated  that  it  would  require  approximately  two  years  for  the 
construction  of  the  plant  and  distribution  system,  and  the  interest 
during  construction  has  been  estimated  accordingly  at  6%,  assuming 
that  the  money  would  be  provided  in  several  installments,  and  that 
idle  funds  would  draw  interest  at  the  current  rates.  Six  per  cent 
added  to  the  total  of  110^%  of  the  base  cost  makes  a  total  overhead 
expense  of  17.13%.  This  percentage  has  been  added  only  to  con- 
struction items,  which  include  buildings,  power  plant  and  sub- 
station equipment,  overhead  and  underground  distribution  system. 

"Ten  per  cent  only  is  added  to  the  cost  of  pavement,  as  engineering 
fees  and  insurance  would  not  be  incurred  as  the  paving  would  be 
replaced  by  the  city. 

"In  the  case  of  land  necessarily  purchased  in  advance,  12%  is  added 
as  representing  interest,  carrying  charges,  taxes,  etc.,  during  the 
construction    period.     Where '  property    is    held    under    lease,    the 
lease  rental  for  a  two  year  period  is  included  in  the  overhead  expense. 
"In  the  case  of  customer's  meters,  arc  lamps,  tungsten  fixtures, 
horses,  wagons,  automobiles,  furniture,  tools,  etc.,  5%  only  is  allowed, 
as  these  items  are  purchased  as  needed.     This  percentage  is  deemed 
sufficient  to  cover  the  necessary  purchasing  and  incidental  expense. 
"The  overhead  expense  on  the  entire  property  as  determined  on  the 
above  basis  amounts  to  15.75%  of  the  base  cost.     .     .     ." 
The  possible  saving  in  engineering  expense  and  interest  during  con- 
struction charges  due  to  piece-meal  construction  is  offset  by  the  addi- 
tional  and   higher  costs  on  such   construction — such   as  the   cost   of 
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tearing  out  old  equipment,  which  is  replaced  by  the  new  work  without 
interruption  to  the  service,  higher  percentages  of  jDrofit  demanded  by 
contractors  on  small  jobs  and  the  higher  cost  of  material  when  pur- 
chased in  small  quantities. 

"The  final  result  is  that  there  is  less  difference  between  the  repro- 
duction cost  of  the  plant  considered  as  being  constructed  a  unit 
and  as  actually  built  on  more  or  less  of  a  piece-meal  basis,  than  might 
at  first  be  supposed. 

"An  examination  of  the  total  overhead  expense  estimated  in  various 
appraisals  for  rate  making  or  purchase  cases,  reveals  a  great  varia- 
tion, the  maximum  and  minimum  figures  being  about  30%  and  6% 
respectively. 

"This  extreme  variation  is  due  in  part  to  the  fact  that  in  some 
instances  items  of  superintendence  during  construction,  contractors' 
profits,  etc.,  have  been  included  in  the  base  cost,  and  in  other  cases, 
the  estimates  have  included  these  items  as  part  of  the  overhead 
expense.  As  a  rule,  the  percentage  of  overhead  expense  varies  from 
12%  to  22%,." 

Overhead  charges  were  depreciated  in  the  same  ratio  as  the  physical 
property. 

315— Intangible  Values. 

No  allowance  was  made  for  intangible  values.  The  different  theories 
for  estimating  going  value  are  considered.  Discussion  of  the  going 
value  of  the  property  in  question  was  based  on  the  theory  approved 
by  the  New  York  court  in  the  Kings  County  Lighting  rate  case. 

318— Working  Capital. 

The  amount  allowed  for  working  capital  is  .*$2-ll,673,  which  is  approx- 
imately 12%  of  gross  income. 

340 — Rate  of  Return. 

"The  rulings  of  the  various  public  service  commissions  have  estab- 
lished 8%  as  a  fair  rate  of  return  in  electric  cases,  and  considering 
all  factors  bearing  on  the  case,  it  seems  fair  to  fix  8%  as  the  allowance 
in  this  instance.     .     .     ." 

360 — Dep  reciation . 

The  amount  allowed  as  a  deduction  from  net  earnings  to  offset  future 
depreciation  is  -$284,921.82,  which  is  3.58%  of  the  cost  of  the  property 
including  real  estate,  or  3.80%  of  the  cost  of  the  property  excluding 
real  estate. 

The  following  depreciation  table  is  given  in  the  report: 
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DEPRECIATION  TABLE. 

Years  %  Net  %  Depre- 

Life  Salvage  ciation. 
Buildings. 

Generating  Plant 60  0  1 .  67 

Sub-station 50—60  0  2. 00— 1 .  67 

Office 60—75  0  1.67—1.33 

Miscellaneous 40—60  0  2. 50— 1 .  67 

Generating  Plant. 

Stacks 30  0  3.33 

Boilers,  etc 20  4.0  4.80 

Generating  Units 20  5.0  4.75 

Electrical  Equipment 20  10.0  4.50 

Piping  and  Auxiliary 20  6.0  4.70 

Sub-Stations. 

Electrical  Equipment 20  10.0  4.5 

Storage  Batteries 20  17.0  ,     4.15 

Underground  System. 

Conduit,  fibre,  iron  pipe 28  0  3.57 

Conduit,  tile,  Manholes 60  0  1 .  67 

Edison  Tube 28  10.4  3.20 

Cable 30  36.2  2.13 

Services 25  15.0  3 ,  40 

Overhead  System 

Poles  and  Pole-Line  Equipment 20  12.0  4. 40 

Wire 16  40.2  3.74 

Services 16  24.7  4.71 

Line  Transformers 20  10.0  4.50 

Miscellaneous. 

Customers  Meters 18  9.4  5.03 

Arc  Lamps 16  10.0  5.63 

Tungsten  Fixtures 8  0  12.50 

Transportation  Equipment 7  5.0  13.57 

Office  Furniture  and  Fixtures 10  0  10.00 

Tools,  etc 8  0  12.5 

(Abstract  of  the  report  will  be  continued  in  the  next  number  of  Rate  Rese.\rch.) 


COMMISSION  DECISIONS 

MASSACHUSETTS 

300 — Investment  and  Return. 

The  Middlesex  and  Boston  Rate  Case.  Decision  of  the  Mass- 
achusetts Public  Service  Commission,  Approving  an  Increase  in  the 
Rates  of  Fare  of  the  Middlesex  and  Boston  Street  Railway  Company. 
October  28,  1914. 

The  Commission  finds  that  the  company's  rates  of  fare  are  inadequate 
and  the  company  is  ordered  to  charge  six  cents  for  each  single  ride 
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between  existing  fare  limits.  The  Commission  discusses  the  relation 
of  the  company  with  the  Boston  Suburl)an  Electric  Company,  and 
various  questions  of  valuation  and  return  on  investment. 

144 — Mergers. 

Certain  of  the  Company's  patrons  alleged  that  the  consolidation  of  the 
various  lines  resulted  in  their  line  having  to  make  up  losses  on  lines 
running  through  thinly  settled  territory  and  that  they  were  required 
to  pay  rates  higher  than  the  cost  of  service  on  their  line. 

''The  argument,  in  effect,  is  that  in  fixing  fair  rates  for  a  consolidated 
company  like  the  present,  the  Commission  should  go  behind  the 
orders  of  consolidation  and  attempt  to  recreate  on  the  different 
lines  the  financial  conditions  which  we  think  would  have  existed 
on  these  lines  had  there  never  been  any  consolidation. 

"Doubtless,  when  application  is  made  to  the  Public  Service  Com- 
mission for  approval  of  any  proposed  consolidation  of  street  rail- 
way companies  it  is  open  to  any  community  which  thinks  its  interests 
will  be  adversely  affected  by  such  consolidation  to  appear  and 
oppose  it.  .  .  .  Undoubtedly  it  would  be  the  duty  of  the  Com- 
mission to  refuse  its  approval  of  a  consolidation  if  it  appeared  that 
because  of  the  consolidation  either  the  facilities  for  travel  were  to 
be  diminished  or  the  rates  of  fare  were  to  be  increased. 

''But  if  we  assume,  which  is  very  doubtful,  that  the  Commission 
now  has  any  legal  right  to  deal  with  the  petitioning  company  other 
than  as  an  integer,  it  would  be  difficult — practically  impossible — to 
recreate  with  even  approximate  accuracy  the  conditions  which  might 
have  obtained  upon  the  different  lines  if  there  had  been  no  con- 
solidation.    .     .     ." 

149 — Holding  Companies. 

The  syllabus  of  the  case  prepared  by  the  Commission  summarizes 
the  holdings  in  regard  to  the  Company's  relation  to  the  holding  company 
as  follows : 

"Control  of  a  street  railway  company  by  a  holding  company — which 
loans  large  sums  to  the  street  railway  company  at  a  substantial  profit 
to  the  holding  company;  which  controls  a  company  selling  power  to 
the  street  railway  company  and  also  owns  a  park  company  to  which 
large  annual  payments  are  made  by  the  street  railway  company — is 
obnoxious  to  sound  principles  of  corporation  managements  and  con- 
fusing to  a  proper  system  of  regulation  by  this  Commission.  Such 
control  and  interlocking  management  call  in  question  the  validity 
and  advantage  to  the  street  railway  company  of  all  contracts  made 
with  the  holding  company  or  with  other  interlocking  companies  or  in 
any  way  growing  out  of  the  common  control. 

"The  petitioner  has  not  fully  sustained  the  burden  of  showing  that 
the  rates  paid  for  the  money  borrowed  by  it  from  the  holding  company 
were  as  low  as  it  might  have  obtained  in  the  open  market;  nor  has 
the  petitioner  fully  sustained  the  burden  of  showing  that  the  con- 
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tract  made  with  the  Edison  Company  for  power,  contemporaneously 
with  the  sale  by  the  holding  company  to  the  Edison  Company  of 
the  plant  formerly  furnishing  a  substantial  portion  of  the  power  used 
by  the  street  railway  company,  was  the  best  available  arrangement 
for  the  street  railway  company. 

"Whether  the  petitioner's  investment  in  and  pa>inents  to  the  inter- 
locked Norumbega  Park  Company  have  resulted  in  net  profit  or 
loss  to  the  railway  company  is  doubtful;  but  the  existing  relations 
are  illegal  as  ultra  vires  and  as  an  attempt  to  avoid  the  limitations 
upon  the  ownership  of  pleasure  resorts  imposed  by  statute  1906 
chapter  463,  Part  III,  section  34." 

224.5 — Rates  Fixed  by  Contract. 

"A  fundamental  question  presented  by  counsel  is  as  to  the  lawful 
right  of  the  company  to  charge  more  than  five  cents  for  a  single  fare 
on  certain  lines  in  Newton,  in  Wellesley  and  on  some  other  parts  of 
the  system.  The  claim  is  that  because  of  conditions  in  some  of  the 
locations  granted  or  as  a  result  of  alleged  agreements  made  between 
municipal  authorities  and  the  company,  the  railway  is  prohibited 
from  charging  more  than  five  cents  on  these  lines.  ...  In 
the  opinion  of  the  Commission  it  is  not  necessary  to  detail  the 
facts  concerning  these  conditions,  nor  to  attempt  to  determine  the 
original  validity  or  invalidity  of  the  so-called  agreements  between 
municipal  authorities  and  the  company.  For,  what  ever  may  have 
been  the  situation  prior  to  the  enactment  of  the  Public  Service  Act, 
we  regard  that  Act  as  vesting  in  this  Commission  full  power  to  re- 
gulate and  prescribe  just  and  reasonable  rates.     .     .     . 

"This  statute  clearly  vests  in  this  Commission  full  jurisdiction  to 
determine  and  order  rates  that  are  just  and  reasonable,  whether 
lower  or  higher  than  existing  rates.  {Cf.  Springfield  v.  Springfield 
Street  Railway  Company,  182  Mass.  41;  Clinton  v.  Worcester  Con- 
solidated Street  Railway  Company,  199  Mass.  279;  Keefe  v.  Lexing- 
ton &  Boston  St.  Rv.  Co.  185  Mass.  183;  Westwood  v.  Dedham  & 
Franklin  St.  Ry.  Co.,  209  Mass.  213.)  The  Commission  rules  as  a 
matter  of  law  that  any  alleged  conditions  or  limitations  as  to  fares 
contained  in  original  grants  of  locations  or  growing  out  of  agreements 
or  attempted  agreements  between  municipal  authorities  and  the 
petitioning  railway  company  or  any  of  its  antecedent  constituent 
corporations  are  not  valid  and  controlling  as  against  the  rate-making 
power  now  vested  in  this  Commission  by  the  Public  Service  Act."   .   . 

311 — Basis  of  Valuation. 

"It  would  serve  no  useful  purpose  to  load  this  opinion  with  a  detailed 
discussion  of  the  different  meanings  attached  to  the  word  "value" 
in  the  enormous  literature  dealing  with  the  proper  liasis  of  rate- 
making.  It  is  sufficient  here  to  observe  that  few  words  having  a 
fundamental  importance  in  dealing  with  questions  of  law  and  finance 
have  been  found  more  difficult  of  accurate  and  generally-accepted 
definition. 
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''See  Fuhrmann  v.  Cataract  Power  and  Conduit  Co.  Ill  N.  Y.,  P. 
S.  C.  (2nd  Dist.)  Pep.  pp  656-816  for  an  al)le  and  elaborate  dis- 
cussion of  the  meaning  of  the  word  as  used  in  the  rate  decisions  of 
the  United  States  Supreme  Court.  See  also  Minnesota  Rate  Case, 
230  U.  S.  446. 

"We  arc  here  dealino-  with  a  corporation  entirely  intrastate,  attempt- 
ing to  interpret  and  apply  our  local  law.  We  may  ol»ser\'e  however, 
parenthetically,  that  there  is  a  widespread  misconception  of,  indeed, 
a  manifestly  biased  attempt  to  misinterpret,  the  real  meaning  of  the 
Supreme  Court  of  the  United  States  in  the  oi:)inions  which  deal 
with  fair  value  in  computing  what  is  a  reasonable  return  for  the 
purpose  of  fixing  rates.  The  refusal  of  that  Court  to  base  a 
return  upon  securities  issued  with  little  or  no  regard  to  the  amount 
of  the  investment  or  to  the  value  of  the  property  put  at  the  public 
service  cannot,  in  our  opinion,  be  fairly  construed  as  a  ruling  that  the 
capitalization  laws  of  Massachusetts  and  the  necessary  corollaries 
therefrom,  are  obnoxious  to  the  Constitution  of  the  United  States, 
and  are  therefore  to  be  disregarded  by  a  regulating  commission 
acting  under  the  laws  of  this  Commonwealth. 

"See  other  cases  cited  and  discussed  m  Whitten,  ^'aluation  of  Public 
Service  Corporations,  p.  82,  et  seq.  It  is  enough  now  to  quote  the 
statement  of  Commissioner  Lane  in  the  Advances  in  Rates — Western 
Case,  XX  I.  C.  C.  Rep.  339 — where,  after  reviewing  the  Supreme 
Court  decisions,  he  says: 

"Notwithstanding  these  decisions,  it  remains  for  the  Supreme 
Court  >et  to  decide  that  a  public  agency,  such  as  a  railroad  created  by 
public  authority,  vested  with  governmental  authority  may  con- 
tinuously increase  its  rates  in  proportion  to  the  increase  in  its  value, 
either  (1)  because  of  betterments  which  it  has  made  out  of  income, 
or  (2)  because  of  the  growth  of  the  property  in  value  due  to  the  in- 
crease in  value  of  the  land  which  the  company  owns. 

"What  counsel  in  this  case  apparently  means  by  'value'  is,  the 
reproduction  cost  of  the  property  now  being  used,  less  depreciation 
by  wear  and  tear  and  obsolescence. 

311.2—  Reproduction  Cost  New. 

"The  reproduction  cost  theory  has  during  recent  years  become  a 
fashionable  one  among  many  attorneys  and  managers  of  public 
service  Corporations.  Not  very  many  years  ago  such  counsel  and 
managers  would  have  denounced  it  as  utterly  confiscatory.  It  is 
obvious  that  in  recent  years  the  rise  in  prices  has  greatly  increased 
the  hypothetical  cost  of  reproducing  much  of  the  property  used  in 
the  public  service.  Beyond  this,  particularly  in  the  west,  the  fair 
value  theory  involves  capitalizing,  as  a  basis  for  rate  jiurposes, 
enormous  quantities  of  land  given  to  the  railroad  corporations, 
besides  fixing  rates  high  enough  to  furnish  a  return  upon  the  unearned 
increment  of  land  wiiich  was  originally  purchased  at  a  small  price. 
A  fair  application  of  this  theory  to  Massachusetts  conditions  would 
be  to  rule  that  the  Boston  and  Providence  Railroad  Compan}'  is  now 
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entitled  to  charge  fares  adequate  to  make  a  return  upon  its  riglit  of 
way  into  Boston  reckoned  at  the  present  market  values  of  Back  Bay 
land  for  residential  or  business  purposes.  It  would  ignore  the  fact 
that  the  railroad  originally  came  into  Boston  on  a  right  of  way  con- 
sisting of  piles  driven  into  a  marsh  and  having,  if  any,  a  very  small 
market  value.  Indeed  in  the  Minnesota  rate  case  (230  U.  S.  352) 
the  circuit  judge,  following  the  findings  of  the  master,  held  that  the 
carriers  were  entitled  to  a  return  upon  the  value  of  the  right  of  way, 
taking  as  its  value  not  only  the  assumed  cost  under  present  conditions, 
but  adding  thereto  excess  values  which,  as  was  claimed  the  railroad 
ordinarily  is  compelled  to  pay  whether  obtaining  land  by  purchase 
or  under  eminent  domain  (see  230  U.  S.  446,  et  seq.)  This  doctrine 
was  not  sustained  by   the  United  States  Supreme  Couri .     .     .     . 

"It  is  a  matter  of  common  knowledge  that  in  Massachusetts  during 
recent  years  this  reproduction  cost  theory  as  a  basis  for  rate- 
making  has  been  urged  on  behalf  of  certain  public  utility  com- 
panies, mostly  gas  companies  that  have  accumulated  out  of  excess 
earnings  or  unearned  increment  upon  land  values,  large  amounts  of 
property  not  represented  by  the  original  capital  invested  or  by  the 
stocks  and  bonds  issued  under  our  anti-stockwatering  laws. 

"Undoubtedly  in  rate  cases  and  other  cases  involving  the  conflicting 
rights  of  the  rate-paying  public  and  the  investing  public,  the  cost 
of  reproduction  may  frequently  be  a  fact  desirable  to  be  ascer- 
tained, and  sometimes  it  illuminates  important  aspects  of  the  problem 
presented;  it  is  often  the  best  method  of  checking  up  unsatisfactory 
accounting,  particularly  when  dealing  with  depreciation.  But  as 
a  fundamentally  controlling  principle,  no  theory  could  work  out 
grosser  injustice, — to  the  rate-paying  public  in  some  cases  and  to 
the  investing  public  in  other  cases, — than  the  reproduction  cost 
theory.  In  cases  where  rates  have  for  years  been  too  high,  so  that 
the  companies  have  accumulated  out  of  excess  rates  paid  by  the 
public  large  amounts  which  have  gone  for  capital  purposes,  this 
theory  requires  the  rate-payer  to  pay  a  rate  adequate  not  only  for  a 
return  upon  the  capital  furnished  by  the  investor  or  stockholder, 
but  adequate  also  to  furnishing  capital  and  a  return  upon  the  capital 
furnished;  it  would  authorize  the  capitalization  of  excessive  rates 
and  a  return  upon  that  capitalization.  This  is  to  put  a  premium 
upon  extortions,  past  and  prospective.  On  the  other  hand,  this  theory 
is  grossly  unjust  to  prospective  investors  in  that  even  when  the  in- 
vestment is  made  with  entire  honesty  and  with  reasonable  prudence, — 
yet  if,  pending  the  building  up  to  the  new  business  the  plant  depre- 
ciates below  the  fair  cost  to  the  investors,  rates  must,  under  this 
theory  be  made  adequate  to  make  return  only  upon  the  reproduction 
cost  of  the  property  in  its  depreciated  condition.  This  amounts  to 
saying  that  money  lost  during  the  earlier  stages  of  a  public  service 
enterprise  is  irretrievably  lost  by  the  stockholders;  that  if,  perchance, 
rates  have  been  fixed  so  low  that  the  rate-payer  has  for  a  period  of 
years  obtained  a  service  at  less  than  cost,  this  is  the  permanent 
misfortune  of  the  stockholders — and  that  the  public  should  never, 
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at  any  time  and  under  any  circumstances,  be  called  upon  to  make  up 
a  deficit  thus  incurred.  On  this  theory  copper  put  into  the  telephone 
service  at  25  cents  a  pound  is  now  to  be  reckoned  as  worth  about 
half  that  sum.  Every  fluctuation  in  prices  involves  the  ascertain- 
ment of  a  new  rate  basis. 

330 — Capitalization. 

"This  theory  is  as  inexpedient  as  it  is  unjust.  It  should  never  be 
forgotten  that  our  public  utility  companies  are  not  finished.  They 
are  m  process;  they  are  constantly  calling  for  new  capital  and  of 
recent  years  in  increasing  amounts.  They  must  be  kept  on  good 
trading  terms  with  the  investing  public  or  the  whole  experiment  of 
private  ownership  and  public  regulation  of  these  public  utility  com- 
panies will  fail.  It  is  as  necessary  to  attract  capital  into  the  public 
service  as  it  is  to  prevent  the  mismanagement  of  these  companies 
or  extortion  by  them.  If  regulation  is  to  limit  (as  it  should)  the 
profits  of  stockholders  to  a  moderate  return,  not  greatly  in  excess 
of  an  investment  rate,  regulation  must  also  protect,  so  far  as  it 
reasonably  may,  all  investments  honestly  and  prudently  made  and 
properly  managed  in  the  public  service;  otherwise  there  will  be  no 
such  investments.  It  is  entirely  clear  that  in  the  long  run  the  rate- 
paying  public  as  well  as  the  investing  public  will  be  best  served  if 
regulation  makes  as  its  fundomentaUii  guiding  principle  an  attempt 
to  protect  investments  honestly  and  prudently  made  and  wisely 
managed.  Any  other  theory  involves  essential  injustice,  tends  to 
make  the  development  of  our  public  utility  companies  a  speculation 
and  not  an  investment,  operates  as  a  premium  upon  various  kinds 
of  fraud;  invites  into  the  public  service  undesirable  manipulators 
instead  of  sound,  level-headed  business  managers;  makes  ever^^  rate 
case  an  almost  interminable  and  labyrinthine  inquiry  into  values 
with  endless  conflicts  between  so-called  experts. 

"What  the  public  mterests  of  this  commonwealth  obviously  need 
is  such  regulation  and  such  management  of  our  public  utilities  that 
the  rate-payers  may  always  feel  assured  that  their  rates  are  based 
upon  making  a  fair  and  adequate  return  upon  capital  which  has  been 
invested  for  their  convenience  and  benefit;  that  purchasers  of  the 
securities  may  know  that  within  the  limits  of  sound  management 
and  reasonable  and  just  regulation,  their  investments  are  secure; 
a  system  in  which  a  premium  is  put  upon  good  management  and 
discouraging  condemnation  is  visited  upon  bad  management;  a 
systeni  which  is  simple  and  capable  of  economical  and  efficient 
administration. 

"These  principles  are  nothing  new  in  the  theory  of  Massachusetts 
regulation.  Partly  owing  to  the  limited  scope  of  rate-making 
power  possessed  by  the  Railroad  Commission,  there  has  hitherto 
been  little  occasion  to  deal  in  detail  with  the  principle  that  invest- 
ment and  not  reproduction  cost  is  m  Massachusetts  the  basis  of  the 
relation  between  the  rate-paying  public  and  the  investing  public; 
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but  any  other  theory  will  be  found,  upon  an  examination  of  our 
statutes  and  of  earlier  decisions,  to  be  utterly  inconsistent  with 
Massachusetts  law.  From  the  time  of  the  granting  of  the  earliest 
charters  in  this  Commonwealth  to  railroad  corporations  practically 
all  of  our  legislation  dealing  with  the  rights  of  public  service  cor- 
porations has  gone  upon  the  theory  that  their  capitalization  should 
be  limited  to  actual  capital  invested  and  that  rates  were  to  be  figured 
upon  the  capital.  Compare  many  of  the  earlier  statutes  granting 
charters  to  railroads,  most  of  which  contain  purchasing  powers 
entitling  the  Commonwealth  to  take  the  property,  returning  to  the 
stockholders  the  actual  amount  invested  in  the  property,  generally 
with  a  return  figured  at  the  rate  of  10%  per  year  from  the  time  of 
the  investment.  See  the  charter  of  the  Boston  and  Worcester 
Railroad  Corporation  granted  on  June  23,  1831,  c.  72  sec.  14  (7  S.  L. 
152);  Boston  and  Providence  Railroad  Corporation,  also  granted  in 
1831,  c.  56  sec.  12  (7  S.  L.  134);  Boston  and  Taunton  Railroad 
Corporation,  1831,  c.  55,  sec.  12  (7  S.  L.  129);  Andover  and  Wilming- 
ton Railroad  Corporation,  St.  1833,  c.  109,  sec.  11  (7  S.  L.  336), 
Western  Railroad  Corporation  St.  1833,  c.  116,  sec.  14  (7  S.  L.  344). 
Numerous  other  charters  contain  similar  provisions.  Subsequently 
this  reserved  right  of  purchase,  allowing  the  investors  a  return  of 
10%  per  vear  upon  their  investment,  was  enacted  into  the  general 
railroad  law,  now  St.  1906,  c.  463,  Part  II.,  sec.  6.     .     .     . 

"All  through  the  statute  law  and  the  earlier  decision  of  this  board, 
runs  the  theory  that  the  capitalization  of  a  public  utility  company 
in  this  commonwealth  is  to  represent  only  honest  investments;  and 
that  such  rates  are  to  be  allowed  as  will  yield  a  fair  return  upon  such 
investments,  including,  particularly  in  the  earlier  legislation,  fair 
or  even  generous  payments  for  the  risks  that  the  investors  ran. 

"In  this  fairly  consistent  adherence  to  sound  principle  our  Mass- 
achusetts pu])lic  utility  code  is  in  striking  contrast  with  the  loose 
and  haphazard  legislation  in  many  other  states,  which  has  frequently 
resulted  in  compelling  their  regulating  commissions  to  resort  to 
reproduction  cost  as  perhaps  the  least  unsafe  l)asis  for  determining 
a  fair  rate. 

"Accordingly,  we  rule  that  under  Massachusetts  law  capital  honestly 
and  prudently  invested  must,  under  normal  conditions  be  taken  as 
the  controlling  factor  in  fixing  the  basis  for  computing  fair  and 
reasonable  rates;  that  if  there  is  mismanagement  causing  loss,  such 
loss  must  be  charged  against  the  stockholders  legally  responsible 
for  the  mismanagement;  that  reproduction  cost  either  with  or  with- 
out depreciation,  while  it  may  be  considered,  is  not  under  our  law, 
to  be  taken  as  the  determining  basis  for  reckoning  rates.     ..." 

352 — Expenses. 

"The  innnediate  occasion  of  the  petitioner's  application  for  an 
increase  of  fares  is  increased  operating  expense,  due  to  increased 
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labor  cost, — not  a  voluntary  increase  of  wages,  l)ut  the  result  of  an 
award  of  a  board  of  arbitration.     .     .     . 

"This  method  of  settling  wage  disputes,  by  submitting  the  contro- 
versy to  an  arl)itration  board,  is  one  clearly  entitled  to  pul)lic  approval 
and  support.  We  accept  this  award  as  doing  no  more  than  justice 
to  the  employees;  we  doubt  not  that  the  patrons  of  this  company 
will  likewise  accept  it  and  the  consequent  increased  cost  of  trans- 
portation as  a  proper  charge. 

"The  company's  position  is,  in  substance,  that  under  the  old  wage 
schedule  its  capital  was  not  receiving  its  living  wage;  that  under  the 
new  wage  schedule  practically  nothing  will  remain  out  of  net  earn- 
ings for  dividends  for  the  stockholders. 

"Resolving  every  reasonable  doubt  against  the  claims  of  the  company, 
— both  doubts  arising  out  of  the  soundness  of  some  of  the  original 
investments  and  doubts  arising  as  to  the  management  on  the  points 
hitherto  discussed, — the  conclusion  is  irresistible  that  without  an 
increase  of  fares  earnings  adequate  for  the  payment  of  any  dividend 
cannot  reasonably  be  expected.  But  both  justice  and  expediency 
require  that  capital  as  well  as  labor  employed  in  the  public  service 
should  have  its  fair  living  wage.  This  will  be  generally  conceded. 
But  the  difficulty,  ordinarily,  is  in  agreeing  what  the  fair  living  wage 
of  capital  is  under  any  given  complicated  set  of  circumstances, — 
involving  the  original  soundness  of  the  investment,  the  risks  of  the 
enterprise  fairly  assumed  by  the  investors,  and  the  wisdom  and 
disinterestedness  of  the  management. 

"An  impecunious  street  railway  is  a  poor  public  servant;  often  it 
is  an  unsafe  public  servant.  It  is  most  desirable  that  these  passenger 
carriers  should  have  such  income  that  the>'  may  furnish  safe,  con- 
venient, adequate  and  comforta])le  transportation  service  to  their 
patrons.  Such  service  the  public  wants,  and  is  willing  to  pay  for 
when  convinced  that  it  is  paying  only  for  what  it  gets." 

INDIANA 

300 — Investment  and  Return. 

W.  C.  BiERHAUs  ET  AL.  VS.  ViNCENNES  Water  Supply  Company,  Alleg- 
ing that  the  Company's  Rates  are  Unreasonable.  Decision  of  the 
Indiana  Public  Service  Commission,  Fixing  Rates.   November  11, 1914. 

The  valuation  approved  by  the  Commission  is  set  forth  in  the  decision 
together  with  the  contentions  of  the  company  for  a  change  in  various 
items  fixed  in  the  tentative  valuation.  Practically  no  discussion  is 
given  regarding  disputed  items  in  the  valuation. 

314 — Overhead  Charges. 

An  allowance  of  12%  of  the  value  of  the  physical  property  is  made 
for  superintendence,  engineering,  etc.,  during  construction. 
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315.1-~Going  Value. 

An  arbitrary  amount  was  allowed  as  the  going  value  of  the  property. 
The  allowance,  $25,000,  is  practically  8%  of  the  value  of  the  physical 
property. 

318— Working  Capital. 

The  allowance  for  working  capital  is  approximately  10%  of  the  total 
revenue. 

340 — Rate  of  Return. 

Seven  per  cent  is  allowed  as  return  on  the  investment. 

510 — Forms  of  Rates. 

The  company  had  in  effect  numerous  flat  rates  and  a  step  meter  rate. 
The  Commission  finds  that  the  rates  are  discriminatory  and  orders 
in  meter  rates  of  the  block  type. 


REFERENCES 

RATES 

400— Rate  Theory. 

Rate  Making,  by  George  C.  Shaad.  A  paper  read  before  the  Kansas 
Gas,  Water,  Electric  Light,  and  Street  Railway  Association  at  its 
Seventeenth  Annual  Convention,  Arkansas  Cit}^,  Kansas,  October  22-24, 
1914. 

An  earnest  attempt  should  be  made  to  determine  a  proper  and  equitable  basis 
for  rate  making.  Rates  and  forms  of  schedules,  justified  only  by  business  exped- 
iency^ and  individual  judgment,  will  not  always  withstand  the  investigation  of  rate 
regulating  bodies,  although  thej^  maj^  be,  on  the  whole,  remarkably  fair  to  all 
customers.  In  illustration,  a  particular  case  is  taken,  and  rates  are  determined 
for  the  different  classes  of  service,  following  the  method  and  form  of  rates  used 
by  the  Wisconsin  Commission. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation — Law  and  Practice. 

What  Regulation  Must  Accomplish  if  it  is  to  be  Permanent,  by 
John  ]\I.  Eshleman.  Read  Before  the  Conference  of  American  Mayors 
on  Pubhc  Utilities,  Philadelphia,  November  12  to  14,  1914. 

Commissioner  Eshleman  of  the  California  Railroad  Commission  discusses  very 
fully  fundamental  problems  of  i)ublie  service  regulation,  present  and  future.  It 
is  tiie  opinion  of  the  Commissioner  that,  in  the  case  of  a  natural  monopoly,  proper 
regulation  may  always  produce  better  service  at  lower  rates  than  can  possibly 
be  afforded  vmder  competition,  and  that  therefore,  the  first  requirement  that 
regulation  must  meet  is  that  it  produce  better  results  than  can  be  produced  by 
competition  else  it  goes  down  before  competition  and  we  must  return  to  a  condition 
of  competition  between  utilities.     In  this  connection  a  complete  discussion  is 
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given  of  the  j^olic}'  of  tlie  California  Commission  in  regard  to  protection  from  (;ora- 
))etition.  The  second  i)roposition  in  determining  the  permanancy  of  the  present 
plan,  is  that  privately  owned  ntilities  must  be  able  to  stand  every  (comparison 
that  is  made  with  publiclj'  owned  utilities.  Private  operation  of  public  utility 
business,  in  contending  for  every  element  of  value  that  may  be  eiiforced,  opens 
the  way  for  agitation  for  public  ownership.  The  opinion  is  stated,  ther(!fore, 
that  regulation  cannot  remain  permanent  unless  the  utilities  are  willing  to  meet 
every  comparison,  and  show  that  the  balance  is  at  least  not  against  them  in  such 
comparison,  Avith  publicly  OA\'ned  and  operated  plants  and  that  in  doing  so  thay 
must  be  limited  to  equitable  demands  else  they  will  inevitably  be  called  upon 
to  compete  with  govcrnmentally  owned  properties.  It  is  pointed  out,  in  conclu- 
sion, that  local  regulation  of  utilities  is  inefTectual  and  l:)iased,  and  has  not  attained 
the  results  secured  by  state  regulation. 

786— Tests  and  Accuracy  of  Meters. 

Fees  for  Electric,  Magnetic,  and  Photometric  Testing,  Cir- 
cular of  the  Bureau  of  Standards,  No.  6.  27  pages. 

This  circular  contains  information  regarding  the  testing  of  electrical  measuring 
instruments,  resistance,  electromotive  force,  capacity  and  inductance,  magnetism, 
radium  and  photometry.  Instructions  are  given  regarding  applications  for  tests 
and  a  schedule  of  fees  charged  for  the  different  tests  is  includecl. 


MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

The  Regulation  of  Municipal  Utilities,  by  Nathaniel  T.  Guern- 
sey. Read  Before  the  Conference  of  American  Mavors  on  Public 
Utilities,  Philadelphia,  November  12  to  14,  1914. 

State  regulation  of  mmiicipally,  as  well  as  privately,  operated  utilities  is  preferred 
to  local  regulation.  The  decisions  of  local  tribimals  can  never  inspire  confidence. 
A  decision  in  favor  of  the  public  is  immediately  criticized  as  due  to  political  con- 
siderations. A  decision  against  the  public  arouses  suspicion  as  to  considerations 
of  a  different  character,  and  a  compromise  is  criticized  as  political.  Moreover, 
members  of  city  councils  cannot,  in  the  very  nature  of  things,  acciuire  the  special 
knowledge  and  experience  necessar}^  to  the  correct  determination  of  the  many 
varied,  intricate  and  important  questions  which  arise  out  of  the  regulation  of 
public  utilities.  There  has  been  criticism,  much  of  it  imjust,  of  the  participation 
of  public  utilities  in  municipal  politics.  The  utilities  do  not  belong  in  politics; 
where  they  are  in  politics,  it  is  not  of  their  own  volition,  but  because  conditions 
beyond  their  control  have  forced  them  in.  Their  regulation  by  city  authorities 
must  inevitably  Ijring  them  into  intimate  relations  with  every  political  faction 
in  the  community.  This  always  has  been,  and  always  will  be  one  of  the  results 
of  municipal  regulation.  The  local  self-government  argument  is  not  a  sound  one. 
The  public  interest  does  not  require  the  local  authorities  to  do  things  which  may 
be  better  done  bj'  others. 

840- -Public  Operation. 

Proceedings  of  the  Board  of  Trustees  of  the  Sanitary  District 
of  Chicago.     November  12,  1914.     179  pages. 

The  report  of  the  Commission  on  Sewage  Disposal  and  Water  Power  Develop- 
ment is  presented.     The  report  contains  a  digest  of  all  the  data  available  for  the 
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consideration  of  the  Commission,  compiled  from  the  records  of  the  Sanitary 
District  and  other  sources,  and  is  intended  to  be  exhaustive  of  the  pertinent 
information  so  far  as  capable  of  exhibit  and  anah'sis. 


GENERAL 

950 — Progress  in  the  Art. 

A  Constructive  Policy  for  Public  Service  Corporations,  by 
Charles  Day.  Read  Before  the  Conference  of  American  Mayors  on 
Public  Utilities,  Philadelphia,  November  12  to  14,  1914. 

The  constructive  policy  outlined  is  predicated  upon  the  existence  of  governmental 
regulation  and  the  writer  shows  a  belief  that  the  principle  of  regulation  is  inherent- 
ly sound  and  that  results  secured  have  demonstrated  its  practicabilit}^  A  con- 
structive policy  as  outlined  urges  the  attainment  of  maximum  operating  efficiency 
and  the  keeping  of  adequate  records  and  information  which  will  make  possible  the 
compilation  of  data  relating  to  the  operation  of  many  corporations.  Such  informa- 
tion will  afTord  a  sound  basis  for  the  establishment  of  standards  for  rate  making 
and  other  disputed  cjuestions. 

960 — Co-operation 

Philadelphia's  Transit  Problem,  by  A.  Merritt  Taylor.  Read  Before 
the  Conference  of  American  Mayors  on  Public  Utilities,  Philadelphia, 
November  12  to  14,  1914. 

Mr  Taylor,  director  of  the  Department  of  City  Transit,  Philadelphia,  outlines 
the  "program"  which  the  city  has  adopted  in  providing  for  adequate  transporta- 
tion service.  The  importance  of  securing  co-operation  between  the  company 
and  the  city  is  emphasized.  In  conclusion,  the  writer  saj's:  "We  do  not  expect 
the  existing  company  to  co-operate  with  the  City  in  establishing  the  rapid  transit 
lines  in  a  manner  which  will  reduce  its  existing  net  income .  .  .  We  recognize 
the  vital  importance  of  honestly  protecting  capital  invested  in  Philadelphia  to 
the  extent  that  it  shall  produce  an  attractive  return  for  reasonable  service  ren- 
dered to  the  public.  .  .  We  want  Philadelphia  to  stand  out  as  a  safe  place  for 
the  investment  of  capital  for  public  service.  We  recognize  the  great  part  which 
the  railroads  and  other  public  service  corporations  can  take  in  the  development 
of  this  city  and  its  industries,  but  to  so  take  this  part  they  must  have  credit  upon 
which  to  raise  large  sums  of  money,  and  they  must  be  assured  of  an  adequate 
and  attractive  return  thereon  and  immimity  from  imwarranted  competition  or 
political  and  public  attacks.  The  capitalists  of  this  country  are  going  to  invest 
their  money  in  communities  where  capital  is  justly  treated  and  permitted  to  earn 
attractive  returns,  and  are  not  going  to  invest  capital  in  communities  where  its 
security  is  impaired  and  its  productiveness  is  unduly  curtailed  by  unreasonable 
legislation,  regulation  or  competition.  I  believe  that  the  time  is  past  when  cor- 
porations, through  political,  financial,  or  other  influence,  can  retard  the  develop- 
ment of  the  resources  of  our  great  cities,  make  unfair  bargains  for  franchises,  or 
refuse  to  co-operate  upon  just  terms  in  carrying  out  great  municipal  developments 
and  undertakings  which  are  dependent  upon  their  co-operation.  On  the  other 
hand,  I  believe  the  time  is  at  hand  when  cowardly  public  officials  will  not  be 
permitted  by  the  thinking  public  to  be  led  by  blackmailers  and  demagogues  into 
imposing  unreasonable  and  onerous  terms  and  conditions  upon  corporations  and 
vested  interests;  they  will  no  longer  be  able  to  make  political  capital  by  pur- 
suing any  such  course  in  an  enlightened  community." 
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REPORT  ON  ELECTRIC  RATES 
CINCINNATI,  OHIO 

300 — Investment  and  Return. 

Report  on  the  Valuation  of  the  Property  and  the  Electric  Rates  of  the 
Union  Gas  and  Electric  Company,  Cincinnati,  Ohio,  by  Arthur 
C.  King.     November  7,  1914.     Begun  in  6  Rate  Research  131. 

540— Minimum  Charge. 

The  report  shows  that  under  the  existing  rates  the  minimum  bill  of 
SI. 00  (gross)  for  residence  business  is  approximately  correct  while  the 
minimum  of  $1.00  (gross)  per  kilowatt  of  maximum  is  higher  than 
actual  cost  for  retail  commercial  lighting  and  power.  It  is  stated, 
however,  that  a  reduction  in  the  minimum  charge  corresponding  to 
the  reduction  in  rates  may  perhaps,  not  be  disadvantageous  to  the 
company. 

600— Rate  Differentials. 

"The  question  naturally  arises  as  to  the  reason  of  different  rates 
for  various  classes  of  service,  such  as  residence,  retail  and  wholesale 
commercial  lighting,  retail  and  wholesale  power.  In  general  the 
use  of  electricity  for  power  extends  over  longer  periods  during  the  24 
hours,  and  the  consumption  of  current  is  much  more  evenly  distributed 
throughout  the  year,  while  the  average  power  installation  is  larger 
than  that  for  lighting.  These  facts,  together  with  the  fact  that  a 
power  load  utilizes  to  a  considerable  degree  investment  which 
might  otherwise  be  idle  for  a  longer  period  during  the  24  hours,  are 
the  reasons  for  a  somewhat  lower  rate  for  power.  The  more  general 
use  of  electricity  for  varied  purposes  both  domestic  and  commercial 
is  gradually  eliminating  the  differentiation  between  its  uses  for 
lighting  and  power  with  the  result  that  in  some  of  the  larger  cities, 
the  distinction  in  rates  and  classification  between  light  and  power 
is  disappearing.  Ultimately,  there  will  be  no  reason  for  such  dif- 
ferentiation. 

"In  establishing  its  rates  an  electric  company  must  constantly  bear 
in  mind    that  while  it  may  have  a  monopoly  for  the  general  supply 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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of  electricity  for  light,  power  and  other  purposes,  it  has  active  com- 
tition  in  the  lighting  field  from  oil  and  gas  and  for  the  supply  of 
power  from  gas,  oil  and  steam  engines.  This  competition  is  especi- 
ally severe  in  the  case  of  large  users  of  light  and  power,  the  character 
of  whose  service  is  such  that  unless  thay  can  obtain  a  low  rate  from 
the  electric  company,  thay  can  better  afford  to  furnish  their  own 
service.  In  Cincinnati  cheap  coal  and  natural  gas  render  this  com- 
petition a  much  greater  obstacle  to  the  rapid  development  of  central 
station  service  than  in  many  other  cities, 

"The  owners  of  a  utility  are  concerned  with,  and  are  constantly 
striving  to  obtain  the  greatest  net  earnings  possible,  and  differen- 
tiation iii  rates  established  is  with  that  end  in  view.  Under  public 
regulation  it  is  a  direct  advantage  to  the  individual  user  as  it  enables 
the  utility  to  obtain  the  maximum  amount  of  net  earnings  per  dollar 
of  investment,  which  must  lead  to  a  reduction  in  rates  benefitting 
all  classes  if  the  company  is  limited  to  a  reasonable  return  on  its 
investment. 

"While  the  establishment  of  a  classification  is  in  practice  determined 
to  a  certain  extent  by  expediency,  each  class  should  have  well  defined 
characteristics  which  warrant  its  separation  from  others,  and  the 
rate  for  that  class  should  have  as  close  a  relation  as  possible  to  the 
cost  of  serving  the  class.  In  serving  any  class  of  customers,  there 
will  be  some  who  are  served  at  a  loss,  but  the  class  as  a  whole  must 
return  a  profit  to  the  company.  This  is  particularly  true  in  the 
case  of  the  small  retail  consumer.  It  is  also  evident  that  any  con- 
cessions which  may  be  made  to  those  customers  who  can  afford  to 
furnish  their  own  service,  in  order  to  build  up  the  business  and 
improve  conditions  of  operation,  should  impose  no  additional  burden 
on  other  consumers,  particularly  those  compelled  to  pay  the  max- 
imum rate. 

"In  a  few  rate  investigations  an  approximate  apportionment  of  the 
investment,  as  well  as  expense  between  different  classes  of  service 
has  been  attempted.  These  cases  have  generally  been  confined  to 
the  smaller  cities  with  little  diversification  of  business. 

"The  proper  distribution  of  investment  requires  among  other  data 
a  knowledge  of  the  following  factors;  ratio  of  maxunmn  demand  to 
connected  load  and. to  average  load  for  each  class  of  business;  time 
of  day  and  of  the  year  when  the  maximum  demand  occurs;  diversity 
between  consumers  of  each  class  and  between  different  classes; 
diversity  between  different  portions  of  the  distribution  system, 
as  for  example,  between  different  substations,  different  feeders  from 
the  same  sub-station,  different  transformers  on  the  same  feeder 
and  different  consumers  on  the  same  transformer. 

"In  this  instance  sufficient  data  is  not  available  to  render  either  the 
apportionment  of  investment  or  expense  practicable.  The  general 
scheme  of  rates  at  present  in  force  is  in  line  wit"h  the  generally  ac- 
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cepted  theory  of  electric  rates  and  an  adjustment  of  the  maximum 
rate  made  on  a  proportionate  basis  would  be  equitable." 

610— Forms  of  Rates. 

The  report  points  out  that  the  expense  of  furnishing  any  public  utility 
service  can  be  divided  between  fixed  and  variable  expense  and  cus- 
tomer expenses,  and  that  the  rate  schedules  should  be  made  to  cover 
these  costs  without  discrimination  between  customers.  Flat  rates 
for  electric  service  are  discriminatory. 

"The  method  most  commonly  used  to  meet  the  requirements  con- 
sists in  charging  a  certain  primary  rate  per  kilowatt  hour  for  the 
consumption  in  any  one  month  equivalent  to  a  certain  number  of 
hours  use  of  the  customers'  maximum  demand,  and  a  lower  or  secon- 
dary rate  for  the  balance  of  the  kilowatt  hours  consumption.  In 
certain  instances  a  third  or  tertiary  rate  applies  after  the  consumption 
exceeds  the  equivalent  to  a  certain  number  of  hours  use  of  the  max- 
imum in  excess  of  that  number  to  which  the  primary  and  secondary 
rates  apply.  These  rates  are  usually  determined  from  the  calculated 
costs  of  service,  modified  somewhat  to  meet  practical  conditions. 
These  principles  are  embodied  in  the  rate  schedules  of  the  Union 
Gas  and  Electric  Company,  now  in  effect,  although  they  are  not  so 
simple  and  easily  understood  by  the  general  consumers  as  the  form 
of  schedule  above  mentioned." 

760— Comparative  Company  Data. 

"In  order  to  obtain  satisfactory  comparisons  between  rates  in 
Cincinnati  and  other  similar  cities,  monthly  schedules  of  residence 
lighting,  retail  commercial  lighting,  and  retail  power,  covering  a 
period  of  twelve  months  were  compiled.  These  schedules  approxi- 
mated the  average  of  Cincinnati  consumers  in  the  three  classes  and 
were  as  follows: 

Connected     Av.  K.  W.  H. 
Load.  per  Month 

Residence  Lighting 875  Watts  27 

Retail  Commercial  Lighting.  .  .1033       "  109 

Retail  Power.  .  • :  .  .  . 2610      "  137 

"These  schedules  were  calculated  on  the  basis  of  rate  schedules  of 
twenty-six  of  the  largest  cities  in  the  country  with  the  following 
results  as  compared  with  Cincinnati. 

Cents  per  K.  W.  H. 


Max.         Min.       Aver.  9^^~  . 

cmnati 


Residence  Lighting 11.80     5.52         8.29  8.34 

Retail  Commercial  Lighting.  10. 48     3.97         7.20  5.91 

Retail  Power 9.50    3.60         5.97  7.34 
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COURT  DECISIONS 
WISCONSIN 

831— Purchasing  by  Municipality. 

OsHKOSH  Water  Works  Company  v.  Wisconsin  Railroad  Commission, 
Decision  of  the  Dane  County  Circuit  Court,  Upholding  the  Decision 
of  the  Commission  as  to  the  Price  to  be  Paid  by  the  City  in  the 
Purchase  of  Water  Works  Property.     October  26,  1914. 

The  Commission  by  decision,  September  27,  1913,  fixed  the  amount 
to  be  paid  by  the  City  of  Oshkosh  for  the  purchase  of  the  company's 
water  works  property.  The  company  brought  action  in  the  circuit 
court  of  Dane  County  allegmg  that  the  compensation  is  inadequate 
and  the  terms  and  conditions  are  unreasonable. 

The  court  confirms  the  findings  of  the  Commission  in  every  particular 
and  finds  that  the  terms  and  conditions  of  sale  fixed  by  the  Commission 
are  reasonable. 

310— Valuation. 

The  summary  statement  of  the  court  is  as  follows : 

"Value  is  of  necessity  a  matter  of  opinion.  The  evidence  offered 
to  overturn  the  award  of  the  Commission  consists  of  the  opinions 
of  witnesses.  The  difficulty  of  offering  anything  definite  on  the 
question  of  what  allowance  should  be  made  for  going  value  is  shown 
by  the  fact  that  the  plaintiff's  witnesses  who  testified  in  this  court 
fixed  this  allowance  all  the  way  from  $70,000  to  about  $210,000. 

"We  must  constantly  keep  in  mind  the  fact  that  just  compensation 
is  not  found  by  adding  up  separate  sums,  but  by  taking  a  compre- 
hensive view  of  the  whole  property,  tangible  and  intangible. 

"The  plant  has  been  a  success  financially.  From  the  start  the 
company  was  assured  of  hydrant  rentals  that  paid  in  excess  of  5  per 
cent  on  the  entire  amount  expended  upon  the  plant  up  to  the  time 
of  the  second  annual  meeting.  These  hydrant  rentals  increased 
in  amount,  and  the  income  from  private  consumers  soon  rose  to  an 
amount  that  added  largely  to  the  revenue  from  hydrant  rentals. 
While  there  was  difficulty  at  times  in  collecting  these  hydrant  rentals, 
yet  the  history  of  the  plant  was  such  as  to  warrant  the  Commission 
in  considering  the  opportunity  which  the  plaintiff  had  to  'recoup 
initial  losses  and  make  a  reasonable  profit  for  the  whole  period.' 
12  W.  R.  C.  R.  666. 

"It  appears  that  the  Commission  carefully  weighed  all  the  various 
factors  or  elements  of  value  which  should  be  considered  in  fixing 
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just  compensation.  It  does  not  appear  that  the  Commission  acted 
on  any  mistaken  basis  in  making  its  award.  The  award  must  be 
conJEirmed." 

The  amount  of  the  award  exceeds  the  valuation  of  the  physical  property 
as  accepted  by  the  plantiff  by  a  sum  in  excess  of  $68,000. 

312.9 — Paving  Over  Mains. 

"The  sum  of  $68,000  includes  an  allowance  for  the  cost  of  opening 
up  and  replacing  paving  over  mains,  most  of  which  paving  has  been 
laid  without  expense  to  the  company  since  the  mains  were  replaced 
in  the  ground.  This  item  was  properly  considered  by  the  Com- 
mission because  of  the  fact  that  in  order  to  duplicate  the  plant  at 
this  time  this  paving  would  have  to  be  taken  up  and  relaid.  But 
in  determining  what  is  just  compensation,  the  Commission  had  a 
right  to  consider  the  fact  that  the  Company  did  not  own  these 
pavements  and  that  the  laymg  of  the  pavements  since  the 
installation  of  the  mains  has  not  added  to  the  amount  which  the 
plantiff  has  invested  in  its  plant." 

315.1— Going  Value. 

"It  does  appear  affirmatively  that  the  Commission  considered  going 
value  as  an  important  element  in  fixing  compensation,  and  that  it 
considered  all  the  tangible  and  intangible  elements  of  property 
together  and  as  one  harmonious  entity  in  fixing  the  amount  of  such 
compensation.     12  W.  R.  C.  R.  664. 

"The  chief  basis  for  the  argument  that  the  Commission  did  not  make 
a  sufficient  allowance  for  going  value  is  found  in  the  fact  that  the 
present  value  of  the  plant,  including  paving  over  mains  is  fixed  at 
a  sum  which  is  within  about  $14,000  of  the  amount  of  the  total  com- 
pensation. The  same  situation  was  presented  in  the  Appleton  case, 
where  the  Commission  adopted  the  report  of  the  engineers  fixing 
the  present  value  of  the  physical  property  within  a  few  thousand 
dollars  of  the  total  amount  allowed  as  compensation  for  the  plant. 
The  decision  of  the  court  in  the  Appleton  case  is  controlling  in  the 
the  case  at  bar. 

"  'The  value  of  the  plant  and  business  is  an  individual  gross  amount. 
It  is  not  obtained  by  adding  up  a  number  of  separate  items  but  by 
taking  a  comprehensive  view  of  each  and  all  of  the  elements  of 
property,  tangible  and  intangible,  including  property  rights,  and 
considering  them  all  not  as  separate  things,  but  as  inseparable  parts 
of  one  harmonious  entity,  and  exercising  the  judgment  as  to  the 
value  of  that  entity.  In  this  way  the  going'  value  goes  into  the  final 
result,  but  it  would  be  difficult  for  even  an  expert  to  say  how  many 
dollars  of  the  result  represent  it.'  " 

315.4^  Bond  Premium. 

"As  to  the  provision  of  the  bonds  with  reference  to  the  payment  of  a 
premium;  if  the  company  is  under  obligation  to  pa}'  this  premium. 
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it  arises  out  of  its  contract  with  its  bondholders  which  was  in  force 
at  the  time  that  the  company  elected  to  accept  the  indeterminate 
permit. 

"The  advantages  or  disadvantages  which  accrued  to  the  company 
from  its  election  to  surrender  its  franchise  and  accept  this  indeter- 
minate permit  are  not  matters  of  concern  in  this  action,  but  when 
the  company  accepted  the  indeterminate  permit,  it  consented  that 
the  city  might  acquire  its  property  at  any  time  upon  payment  of  the 
compensation  fixed  by  the  railroad  commission.  The  company 
knew  the  effect  of  its  contract  with  its  bondholders  as  to  the  pay- 
ment of  the  premium  when  it  accepted  the  indeterminate  permit 
and  thereby  gave  the  city  the  right  to  acquire  its  plant  at  any  time. 
Any  questions  that  may  be  raised  as  to  the  liabilit}'  to  pay  the  stip- 
ulated premium  are  questions  that  must  be  settled  by  the  company 
and  its  bondholders.  The  value  of  the  plant  is  not  affected  by  the 
fact  that  the  company  may  agree  to  pay  a  premium  for  its  money, 
any  more  than  it  would  be  if  the  company  could  discount  for  the 
payment  of  its  bonds  for  cash  because  of  the  present  state  of  the 
money  market. 

"The  statutes  providing  for  purchase  of  such  plants  by  municipalities 
nowhere  refer  to  the  purchase  of  an  equity  of  redemption.  There 
is  no  provision  which  seems  to  contemplate  the  purchase  of  the  mere 
interest  of  the  mortgagor  in  such  plant.  The  statutes  everywhere 
refer  to  the  'property  of  such  public  utility  actually  used  and  useful' 
and  end  by  providing  that  when  the  pro\"isions  of  the  statute  as  to 
fixing  and  certifying  compensation  have  been  complied  with  that 
'the  exclusive  use  of  the  property  taken  shall  vest  in  such  munici- 
pality.' Sec.  1797  m-82.  If  it  had  been  the  intent  of  the  legislature 
that  the  municipality  should  require  only  a  mortgagor's  equity  of 
redemption,  there  would  have  been  no  necessity  for  notice  to  the 
bondholders  (Sec.  1797  m-82),  or  for  the  provision  allowing  bond- 
holders to  maintain  an  action  to  alter  or  amend  the  order  of  the 
Commission  (Sec.  1797  m-83),  for  any  determination  made  by  the 
Commission  would  not  affect  the  rights  of  the  bondholders  and  they 
would  have  no  interest  in  the  amount  of  compensation  fixed  by  the 
Commission. 

"Construing  the  statute  as  one  which  passes  title  to  the  entire 
property  rather  than  the  equity  of  redemption,  it  does  not  violate 
the  obligations  of  the  contract  made  with  the  bondholders.  This 
contract  expressly  provides  that  the  bonds  may  be  paid  before 
maturity.  The  franchise  which  gave  the  company  its  right  to  build 
the  plant,  by  its  express  terms  gave  notice  to  the  bondholders  that 
the  city  might  acquire  the  plant  before  the  maturity  of  the  bonds. 

"The  obligation  to  pay  the  premium,  if  any  exists,  is  like  any  other 
obligation  incurred  by  the  company  in  securing  the  money  to  build 
the  plant  or  in  operating  its  business.  The  public  utility  law 
'authorizes  the  municipality  to  acquire  nothing  but  the  property 
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of  the  public  utility.  It  does  not  authorize  it  to  acquire  the  cor- 
poration itself  or  its  obligations  or  to  incur  any  indebtedness  on 
account  of  any  liability  of  the  corporation.  The  statute  limits  the 
municipality  strictly  to  the  acquisition  of  the  property  of  the  public 
utility.'  Green  Bay  &  M.  C.  Co.  v.  Kaukauna  G.  E.  L.  &  P.  Co. 
157  Wis.  412,417.  This  statement  of  the  law  is  in  no  way  in  conflict 
with  the  further  statement  of  the  court  in  that  case,  that  the  muni- 
cipality must  take  the  property  'subject  to  all  yalid  liens  thereon' 
relied  upon  by  plaintiff.  The  word  'lien'  is  there  used  in  its  strict 
legal  sense,  which  distinguishes  it  from  the  property  in  the  thing 
mortgaged  which  is  conyeyed  by  a  trust  deed.  See  Russell  v.  Hark- 
ness,  4  Utah  107,  7  Pac.  Rep.  865,866. 

"The  conclusion  which  the  court  has  reached  renders  unnecessary 
any  consideration  of  the  question  of  whether  jurisdiction  of  the  bond- 
holders was  secured  by  the  publication. 

380— Taxation. 

"The  taxes  were  assessed  against  the  plant  as  personal  property  as 
of  the  date  of  May  1st.  The  company  continued  to  manage  the 
plant  and  collect  the  income  therefrom  up  to  the  following  October. 
After  October  1st  the  company  is  entitled  to  interest  on  the  amount 
of  the  purchase  price.  This  change  in  the  form  of  the  property 
does  not  depriye  the  company  of  its  income  therefrom.  The  company 
still  had  the  property  and  the  income  from  it,  and  it  ought  to  pay 
the  tax  assessed  against  its  property.     .     .     ." 


COMMISSION  DECISIONS 

NEW  HAMPSHIRE 


300 — Investment  and  Return. 

Inyestigation  of  the  Rates  of  the  Manchester  Street  Railway.  De- 
cision of  the  New  Hampshire  Public  Service  Commission.  Novem- 
ber 20,  1914. 

This  inyestigation  was  conducted  under  the  proyisions  of  chapter  120 
of  the  Laws  of  1913.  The  law  required  the  Commission  to  inyestigate 
the  yalue  of  the  property  of  the  street  railway  company  to  determine 
whether  or  not  a  reduction  in  rates  to  school  children  and  to  the  general 
public  during  certain  rush  hours  is  justifiable.  The  Commission  orders 
the  special  rates  to  school  children  which  will  make  no  appreciable 
change  in  the  company's  reyenue,  but  finds  there  is  no  margin  which 
would  justify  the  reduction  to  the  general  public. 


154  6  Rate     Research 


"The  company's  stockholders  are  now  earning  barely  a  fair  return 
upon  the  value  of  their  property  devoted  to  the  public  use.  Any 
substantial  reduction  in  that  return  would  be  a  plain  violation  of 
the  terms  of  the  statute  under  which  this  investigation  has  been 
conducted.  .  .  . 

"It  is  interesting  to  note  that  the  increase  in  taxes  from  $15,600 
assessed  in  1912  to  $23,925  assessed  in  1914  has  reduced  the  net 
income  of  the  company  by  almost  exactly  the  amount  of  reduction 
which  would  be  affected  by  putting  in  force  the  reduced  rates  during 
the  morning  hours.  What  the  public  does  not  get  in  reduced  rates 
it  gets  in  another  form,  in  increased  taxes." 

315.1— Going  Value. 

"In  the  general  outcry  against  inflated  capitalization  there  is  never 
found  a  suggestion  that  a  public  service  corporation,  well  planned 
and  efficiently  managed,  should  not  be  allowed  a  fair  return  upon 
at  least  the  full  amount  of  its  bo7ia  fide  investment. 

"This  company  was  justly  entitled  to  earn  a  fair  return  upon  its 
investment,  and  enough  more  to  keep  that  investment  good.  It 
has  been  unable  to  do  so,  at  the  rates  which  it  has  charged,  and  has 
suffered  a  substantial  loss  as  the  result  of  its  operations.  And 
justice  requires  that  it  be  given  an  opportunity  to  make  that  loss 
good. 

"Technically,  depreciation  should  be  made  good  out  of  earnings. 
But  it  is  out  of  the  question  for  this  company  to  make  good  out  of 
its  earnings  a  loss  of  $250,000.  It  could  only  be  done  by  increasing 
rates.  And  an  increase  in  the  five  cent  fare  in  the  city  of  Manches- 
ter is  not  seriously  to  be  considered.  Neither  the  company  nor  the 
public  would  desire  it. 

"We,  therefore,  find  that  justice  to  the  company,  and  the  public 
good  alike,  require  that  the  deficiency  in  the  present  depreciated 
value  of  the  company's  property  below  the  amount  actually  invested 
by  the  stockholders  be  regarded  as  a  cost  of  developing  the  business, 
and  as  such  added  to  that  depreciated  value  to  determine  the  present 
fair  value  of  the  company's  property  devoted  to  the  public  service; 
and  that  the  company  should  hereafter  be  allowed  to  earn  annually 
a  fair  return  upon  $1,402,750,  the  amount  of  its  bona  fide  investment, 
which  fair  return  is  found  to  be  six  per  cent,  together  with  a  sum 
sufficient  to  take  care  of  the  annual  depreciation  of  its  property." 

319— Land. 

It  appeared  that  the  total  cost  of  the  property  was  approximately 
$1,500,000,  on  which  there  had  been  about  $450,000  of  depreciation, 
and  that  while  this  depreciation  has  been  accruing,  the  land  has  been 
increasing  in  value  by  an  amount  estimated  at  $100,000. 

"It  is  as  least  questionable,  however,  whether  we  should  accept  as 
the  true  standard  of  present  value  the  basis  upon  which  the  land 
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has  been  valued  in  this  case.  If  cost  of  reproduction  new  were  the 
final  measure  of  present  value,  it  would,  of  course,  in  the  case  of 
land  occupied  by  buildings,  be  necessary  to  determine  what  the  land 
would  cost  standing  unoccupied,  and  to  add  to  that  cost  the  expenses 
of  erecting  the  buildings  standing  upon  it.  But  as  we  have  re- 
peatedly held,  cost  of  reproduction  new  does  not  conclusively  deter- 
mine present  value.  It  is  merely  evidence  of  that  value,  to  be  con- 
sidered in  connection  with  a  great  number  of  other  significent  facts. 

And  it  is  at  least  open  to  question  in  the  present  case  whether  the 
present  fair  value  of  land  and  buildings,  upon  which  the  company 
is  entitled  to  earn  a  return,  is  to  be  found  by  adding  together  what 
the  land  would  cost  if  standing  vacant  in  the  market  to-day,  and  the 
cost  of  the  buildings,  new  or  less  depreciation.  If  the  amount  of 
the  beneficial  use  of  which  the  company  is  deprived  by  continuing 
this  property  in  the  public  service  is  the  true  measure  of  the  sum 
upon  which  it  is  entitled  to  earn  a  return, — and  upon  this  theory  is 
apparently  based  the  doctrine  that  it  has  a  right  to  a  return  upon 
increased  land  values, — it  is  at  least  arguable  that  the  sum  which  it 
could  realize  by  withdrawing  the  land  and  buildings  from  the  pubUc 
service,  rather  than  the  sum  which  they  would  cost  if  now  for  the 
first  time  devoted  to  that  service,  is  the  present  fair  value.  On  that 
basis,  as  the  buildings,  being  of  a  specialized  type  and  unsuitable 
for  other  use,  would  have  to  be  sacrificed  to  make  the  land  available, 
it  would  seem  that  their  present  value,  plus  cost  of  removal,  and 
less  scrap  value,  would  have  to  be  deducted  from  the  present  market 
value  of  the  land  to  determine  how  much  could  actually  be  realized 
from  its  sale,  and  how  great  was  therefore  the  sacrifice  of  the  com- 
pany through  continuing  it  in  the  public  service.  If  this  theory 
were  adopted,  the  present  fair  value  of  land  and  buildings  would 
be  about  $80,000  instead  of  $160,000. 

"But  for  the  decision  of  this  case  it  is  immaterial  which  value  is 
placed  upon  the  land.  And,  without  deciding  the  ciuestion,  it  will 
be  assumed  in  our  future  discussion  that  the  present  fair  value  is 
$160,000  as  estimated  by  the  real  estate  experts  who  appeared  as 
witnesses." 


WISCONSIN 


840 — Public  Operation. 

Application  of  the  Municipal  Electric  Utility  of  Sun  Prairie 
(Pop.  1,119),  For  authority  to  Adjust  Rates,  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates.     September  21,  1914. 

An  application  was  made  for  an  adjustment  of  rates  of  the  Sun  Prairie 
municipal  electric  utility.     It  was  stated  that  the  consumers  considered 
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the  present  rates  too  high,  and  that  by  a  decrease  in  rates  the  plant 
would  be  able  to  get  new  customers  as  well  as  to  sell  more  current  to 
present  customers  for  purposes  of  cooking  and  heating.  It  was  found 
that  about  $23,000  is  a  fair  value  of  the  property  for  rate  making 
purposes. 

340 — Rate  of  Return. 

"An  allowance  of  1%  of  the  fair  value  or  S230  should  be  made  for 
taxes  in  order  to  maintain  an  equitable  relationship  between  con- 
sumers and  taxpayers.  In  this  instance,  as  a  request  was  made 
for  an  interest  allowance  only  large  enough  to  pay  interest  on  the 
indebtedness  of  the  plant  5%  of  the  fair  value  has  been  used  in  our 
computations  as  a  reasonable  rate  of  return." 

360 — Depreciation . 

"In  determining  the  amount  to  be  set  aside  for  depreciation,  a 
computation  was  made  showing  that  the  depreciable  property  of 
the  company  has  an  average  of  17.5  years,  and  that  $963  placed 
each  year  in  a  fund  bearing  4%  interest  would  be  sufficient  to  replace 
this  property  as  it  is  worn  out." 

720— Rate  Schedules. 

The  present  commercial  lighting  schedule  has  a  rate  of  18  cents  per 
kilowatt  hour  scaled  down  to  8  cents  and  takes  nothing  into  consider- 
ation but  the  amount  of  current  consumed.  New  rates  were  prescribed  in 
the  usual  form  used  by  this  Commission,  which  takes  into  consideration 
the  connected  load  of  the  consumer.  The  primary  rate  is  14  cents  net 
or  15  cents  gross  per  kilowatt  hour  for  current  used  equivalent  to  or  less 
than  the  first  thirty  hours'  use  per  month  of  the  active  connected  load. 


CALIFORNIA 

226.2 — Extension  of  Service. 

S.  Raney  et  al  vs.  San  Joaquin  Light  and  Power  Corporation, 
Application  for  Service  Requiring  Extensions.  Decision  of  Califor- 
nia Railroad  Commission,  Fixing  Terms  and  Requiring  That  the  Ex- 
tensions Be  Made.     October  13,  1914. 

The  Commission  ordered  the  company  to  make  the  extension  to  serve 
the  complainants  at  its  own  expense  provided  that  a  certain  number  of 
customers  contract  for  the  service  at  the  present  rates  guaranteeing  a 
certain  annual  revenue  from  the  extension.     The   Commission  says: 

"Under  the  existing  rates  of  the  company  it  appears  that  certain  of 
the  complainants  refuse  to  contract  for  service,  but  request  that  the 
Commission  put  the  rates  on  an  equitable  basis,  and  it  does  not  ap- 
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pear  entirely  clear  as  to  whether  or  not  certain  other  complainants 
are  willing  to  take  electric  energy  from  the  defendant  corporation  at 
the  existing  rates  pending  a  final  adjustment  thereof  by  the  Commis- 
sion. Considering  the  fact  that  the  Commission  has  made  no  in- 
vestigation involving  the  present  rates  of  defendant,  it  would  of 
course  be  impossible,  upon  the  evidence  introduced  thus  far,  to  order 
the  extension  of  defendant's  lines  and  facilities  to  serve  complain- 
ants upon  any  other  than  the  rates  and  regulations  legally  in  effect. 
On  the  other  hand,  the  evidence  shows  that  defendant  has  constructed 
its  lines  on  all  sides  of  the  district  involved  in  this  case,  including  the 
town  of  Hardwick,  in  such  a  manner  as  to  preclude  the  possibility 
of  profitable  operation  by  any  other  utility  which  might  be  willing 
otherwise  to  enter  the  field.  Under  the  circumstances  it  is  clearly 
the  duty  of  defendant  to  serve  the  entire  territory  dependent  upon 
it  for  such  service,  irrespective  of  the  fact  that  certain  districts  may 
be  less  profitable  than  others." 

410— Cost  of  Service. 

"Obviously  the  rates  for  electric  energy  are  not  based  on  the  cost  of 
service  to  each  individual  consumer,  but  are  based  rather  upon  the 
average  cost  of  serving  all  consumers  of  a  given  class,  and  while  it 
must  be  admitted  that  the  business  of  defendant  when  considered 
as  a  whole  cannot  be  conducted  at  a  loss,  it  does  not  necessarily  fol- 
low that  investments  to  serve  individual  consumers  or  groups  of  con- 
sumers will  show  the  same  percentage  of  profit.  Rates  based  upon 
any  other  theory  would  result  in  special  rates  to  each  consumer, 
which  is  entirely  impracticable  from  an  operating  point  of  view  and 
would  necessitate  the  constant  revision  of  rates  to  avoid  serious  dis- 
criminations." 

The  question  of  rates  for  this  district  are  under  consideration  in  another 
case,  and  no  order  regarding  rates  is  made  in  this  case. 


REFERENCES 
INVESTMENT  AND  RETURN 

330 — Capitalization. 

Savings  Bank  Bonds  in  the  Light  of  Recent  Developments,  by 
Arthur  M.  Harris.  The  Commercial  and  Financial  Chronicle,  Ameri- 
can Bankers'  Convention,  Section  II.     October  24,  1914,  p.  164. 

In  regard  to  investments  in  public  service  companies  the  writer,  after  discussing 
briefly  railroad  and  street  railway  securities,  says:  The  principal  other  classes 
of  public  service  corporations  are  gas,  electric  light  and  power  companies,  includ- 
ing the  increasingly  important  hydro-electric  developments.  The  best  repre- 
sentatives of  these  public  utilities  furnish  a  most  stable  basis  of  security.  Practi- 
cally unaffected  by  industrial  depression  and  practically  free  from  all  the  ill  effects 
of  competition  by  the  fact  of  their  being  natural  monopolies,  the  leading  public 
utilities  of  this  country  have  groAvn  rapidly  in  favor  with  conservative  investors 
during  the  last  ten  years. 
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330 — Capitalization. 

Argument  of  Howard  S.  Graham,  of  Investment  Bankers'  Association 
of  America.  Before  the  Interstate  Commerce  Commission  in  re- 
Revenues  of  Rail  Carriers  in  Official  Classification  Territory  on  Petition 
for  Modification  of  Order. 

Railroad  financing  is  discussed  from  the  standpoint  of  the  investor.  The  con- 
tinued and  growing  distrust  of  the  investor  in  railroad  securities  is  noted,  and  it 
is  urged  that  independent  of  commercial  activity  or  depression,  the  freight  rates 
accorded  the  Railroads  should  be  such  as  to  permit  them  not  only  to  maintain 
a  soimd  and  permanent  basic  line  of  credit,  in  order  to  hold  continuous  confidence 
in  their  various  classes  of  securities,  but  to  encourage  new  capital  for  future  financ- 
ing requirements.  This  can  only  be  accomplished  b}^  ability  to  demonstrate 
the  stability  of  Railroad  properties  under  varying  conditions  and  to  enable  the 
stock  of  Railroads  to  become  more  desirable  by  an  enhanced  earning  capacity, 

391 — Reports  of  Companies. 

Corporation  and  Public  Service  Companies  Sections  in  The  Economist, 
Panama-Pacific  Section,  November  28,  1914,  pages  129  to  161. 

Securities  and  reports  of  public  service  companies  of  the  Pacific  Coast  are  given 
in  the  Corporation  Section  of  this  special  number,  and  additional  statements  of 
various  utilities  are  given  in  the  Public  Service  Companies  Section. 


MUNICIPALITIES 


840 — Public  Operation. 

Sanitary  District  Hydro-Electric  Facts  At  Last.  Weber's  WeeJcly, 
November  28,  1914. 

The  article  reviews  and  explains  the  more  important  features  of  the  investigation 
and  report  of  the  sanitary  district  hydro-electric  expert  commission,  and  points 
out  that  the  report  fully  sustains  statements  heretofore  made  in  Weber's  Weekly, 
concerning  sanitary  district  waterpower  mismanagement. 

840 — Public  Operation. 

List  of  Publications  Pertaining  to  Government  Ownership  of 
Railways.  Bureau  of  Railway  Economics.  Bulletin  No.  62.  1914. 
Pamphlet,  93  pages. 

In  the  preparation  of  this  bibliography  the  intention  has  been  to  include  references 
to  all  the  available  literature  on  the  subject  for  and  against  government  ownership. 
Lists  of  references  are  given  on  the  Panama  railroad  and  public  operation  in  Alaska 
Georgia,  Illinois,  Massachusetts,  North  Carolina,  Oklahoma,  Pennsylvania  and 
Texas;  and  the  foreign  countries  of  Great  Britain,  Germany,  Austria-Hungary, 
France,  Canada,  Belgium,  Switzerland,  Russia,  Mexico,  Japan,  Italy,  Africa  and 
others. 
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GENERAL 

190— General  History  of  Electric  Utilities. 

The  Public  Utilities  of  the  Pacific  Coast,  by  C.  L.  Cory.  The 
Economist,  Panama-Pacific  Section,  November  28,  1914,  p.  57. 

The  conditions  governing  the  electric  and  other  public  service  companies,  operating 
on  the  Pacific  Coast,  are  set  forth,  and  the  difference  in  the  problems  in  these 
industries  in  the  West,  as  compared  with  the  East,  is  carefully  analyzed. 

731 — Electric  Definitions. 

The  Relation  of  the  Horse-power  to  the  Kilowatt.  Bureau  of 
Standards,  Circular  No.  34.     August  1,  1914,  16  pages. 

The  value  of  the  "horsepower"  may  be  expressed  either  in  gravitational  or  in 
absolute  luiits  of  power.  Confusion  often  results  when  one  equivalent  is  reduced 
to  the  other,  since  the  gravitational  units  depend  on  the  force  of  gravity,  which 
varies  from  place  to  place;  and  the  absolute  units  do  not.  The  different  standards 
and  definitions  of  the  horsepower  in  the  United  States  and  in  Europe  are  tabu- 
lated and  the  importance  of  adopting  an  invariable  unit  of  power  is  discussed. 

920 — Economy  and  Efficiency. 

Practical  Economies  in  Distribution  With  Their  Effect  on  the 
Commercial  Policy  of  a  Central  Station  Company,  by  Harold 
Goodwin,  Jr.  16  pages.  General  Electric  Review,  December,  1914, 
p.  1159. 

The  importance  of  giving  more  careful  attention  to  the  reduction  of  the  cost  of 
distribution  is  discussed  and  theory  and  practice  are  brought  to  bear  upon  the 
problem.  A  comparison  of  the  merits  of  the  radial  and  the  tree  systems  is  made; 
load  capacity  data  of  the  secondary  distributmg  lines  are  given  in  tabular  form;  and 
cost  data  of  line  materials  and  their  erection  are  presented,  also  in  tabular  form. 


COURT  DECISION  REFERENCES. 

380— Taxation. 

Pacific  Gas  &  Electric  Co.  v.  Roberts,  State  Treasurer,  et  al.  De- 
cision of  the  California  Supreme  Court.  October  1,  1914,  143 
Pacific  700. 

Const,  art.  13,  §14,  imposes  a  gross  earnings  tax  on  gas  and  electric  light  companies 
and  declares  that  such  taxes  shall  be  in  lieu  of  all  other  taxes  and  licenses,  state, 
county  and  municipal,  on  the  property  enumerated  of  such  companies,  except  as 
otherwise  provided  in  such  section.  The  court  holds  that  such  exemption  should 
not  be  limited  to  ad  valorem  taxes  imposed  on  the  property  of  such  corporations, 
but  should  be  construed  in  accordance  with  its  language,  and  exempted  such  cor- 
porations from  liability  for  license  fees  imposed  by  Motor  Vehicle  Act  (St.  1913, 
p.  641)  §§  4,  5,  in  so  far  as  it  attempted  to  impose  such  fee  on  vehicles  used  by  such 
corporations  exclusively  in  their  business,  as  a  condition  to  the  requisite  registra- 
tion under  the  act. 
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112 — Franchises. 

People  ex  rel  Hubbard  v.  Los  Angeles  Ry.  Corporation.  Decision 
of  Californla  Supreme  Court.      October  1,  1914.      143  Pacific  739. 

The  court  holds  that  where  the  company  has  a  franchise  ordinance  for  the  construc- 
tion of  a  street  railroad  line,  which  provided  that  if  the  road  was  not  fully  com- 
pleted and  in  operation  within  18  months  after  the  passage  of  the  ordinance  the 
franchise  should  be  forfeited  as  to  the  umcompleted  portion  thereof,  failure  to 
complete  the  entire  line  does  not  affect  the  validity  of  the  franchise  for  the  por- 
tion completed  within  the  time  fLxed. 

783— Safety  of  Service. 

Dygert  v.  City  of  Eugene  et  al.  Decision  of  Supreme  Court  of 
Oregon.     July  28,  1914.     143  Pacific  643. 

The  cit}^  of  Eugene  strung  one  of  the  wires  from  its  electric  light  plant,  carrying 
2,200  volts,  across  and  only  three  inches  above,  a  line  of  the  Oregon  Power  Com- 
pany, carrying  approximately  120  volts.  An  accident  resulted  from  the  contact 
of  the  two  wires  caused  by  the  sagging  of  the  city's  high  power  line.  In  an  action 
against  the  city  and  the  company,  the  court  held  both  liable  in  that  both  contrib- 
uted to  the  injury,  the  cit}'  by  active  negligence  and  the  company  by  passive 
negligence.  The  court  further  stated  that,  in  a  proper  action,  the  company  might 
recover  from  the  city  any  sum  it  is  compelled  to  pay  in  damages,  on  account  of 
the  city's  prior  negligence. 

783— Safety  of  Service. 

Kansas  City  Southern  Ry.  Co.  v.  Redwine  et  al.  Decision  of 
Suireme  Court  of  Oklahoma.     October  13,  1914.     143  Pacific  847. 

The  court  reverses  an  order  of  the  Corporation  Commission  requiring  the  railway 
to  change  the  location  of  its  depot.  That  part  of  the  Commission's  order  reciuiring 
a  better  depot  is  sustained,  but  the  court  holds  that  the  safety  of  the  traveling 
public  and  the  employes  would  be  best  served  by  the  location  of  the  depot  as 
proposed  by  the  company. 

810 — Municipal  or  Local  Regulation  oi  Utilities. 

Economic  Gas  Co.  v.  City  of  Los  Angeles  et  al.  Decision  of  Cali- 
fornia Supreme  Court.     October  31,  1914.     143  Pacific  717. 

The  city  of  Los  Angeles  established  by  ordinance  a  rate  of  80  cents  per  thousand 
cubic  feet  as  the  amoimt  to  be  charged  for  gas  furnished  by  the  Economic  Gas 
Company.  The  ordinance  forbade  any  departure  from  these  rates,  except  by 
permission  of  the  board  of  utilities.  The  company  without  permission  of  the  board 
instituted  a  prompt  paj-ment  discount.  The  court  holds  that  this  action  was 
illegal.  The  company  contended  that  the  city's  power  is  merely  to  fix  a  maximum 
rate.     The  court  saj-s: 

"We  carmot  agree  with  this  contention.  One  of  the  purposes  of  regulation 
is  to  exclude  favoritism  to  an  individual  or  a  class.  If  the  legislative  body  of 
a  city  might  only  fix  a  maximum  rate,  it  might  be  possible  for  a  corporation  to 
reduce  its  charges,  in  some  form  or  another,  to  a  point  which  would  drive  a 
competitor  out  of  business  and,  after  accomplishing  that  result,  to  resume  the 
maximum  charge  permitted  by  law. 

"It  is  contended  that  the  city's  police  power  extends  only  to  the  protection  of 
the  consumer.  But  regulation  involves  more  than  that.  It  includes  the 
power  to  prevent  ruinous  competition  among  the  producers  as  well  as  imjust 
charges  to  the  consumers." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

UNITED  STATES  RECLAMATION  SERVICE 

720— Rate  Schedules. 

Abstract  of  Schedule  of  Rates  for  Electric  Current  under  the  Standard 
Contract  for  Electric  Power  on  the  Minidoka  Project,  State  of  Idaho. 
United  States  Reclamation  Service,  Department  of  the  Interior. 

LIGHT,  POWER  AND  APPLIANCE  RATES. 

Apply  to  energy  used  for  all  ])uri)()scs  unless  special  provision  is  made  to  take 
advantage  of  lower  rates  for  heatjng  rooms  and  buildings. 

Rate. 

$2.00  per  month  per  kilowatt  for   .50  hours  use  of  maximum  demand. 
3  cents  per  kilowatt-hour  from    50  to  100  hours  use  of  maximum  demand. 
2  cents  per  kilowatt-hour  from  100  to  150  hours  use  of  maximum  demand. 
1  cent    per  kilowatt-hour  from  150  to  .300  hours  use  of  maximum  demand. 
I  cent    per  kilowatt-hour  over  300  hours  use  of  maximum  demand. 

25%  additional  during  June,  July  and  August. 

Quantity  Discount. 

Quantity  discoimt  varies  from  2%  for  a  2  kilowatt  load  to  30%  for  100  kilowatts 
and  over. 

10%  discoimt  if  energy  is  delivered  and  metered  at  2,200  volts. 

Determination  of  Maximum  Demand. 

Maximum  dciuand  is  based  on  lo-minute  peak  as  shown  by  demand  meters. 

Minimum  Charge. 

The  rate  is  equivalent  to  a  charge  of  4  cents  per  kilowatt^hour  for  the  first  50 
hours  u.se  of  maximum  demand  with  a  minimum  charge  of  $2.00  i)er  month. 

Terms  and  Conditions. 

"2  kilowatt  is  the  smallest  ciuantity  contracted. 

SPECIAL  HEATING  RATES. 

Apply  only  from  September  1  to  June  1  to  power  that  is  separately  metered  and 
used  solely  for  heating  rooms  and  Imildings. 


Rate. 


1.25  per  kilowatt  i)er  month  at     220  volts. 
.75  per  kilowatt  per  month  at  2,200  volts. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

Each  heating  device  connected  must  be  paid  for  for  a  minimum  period  of  four 
consecutive  months. 

Or  as  an  alternative  a  demand  meter  may  i)C  installed  to  show  the  greatest  load 
used  each  month.  In  this  case  the  maximum  for  the  season  must  be  paid  for 
for  at  least  foui'  months. 

580 — Terms  and  Conditions. 

The  standard  contract  form  used  by  the  T'nited  States  Reclamation  Service  has 
incorporated  the  following  terms  and  conditions. 

Limitation  of  Heating  Service. 

li  at  any  time  during  May  or  September,  the  Engineer  finds  that  there  is  not 
sufficient  suiplus  energy  available  for  heating  after  supplying  demands  for  other 
purposes,  he  shall  so  notify  the  contractor  and  may  rec[uire  him  to  cause  any 
or  all  heating  devices  to  he  discormected  for  tho.se  months. 

Interruption  of  Service. 

In  case  of  the  susjjension  of  service  exceeding  24  hours  in  length  in  any  calendar 
month,  the  "hours  use"  on  which  the  charge  for  that  month  is  based  will  be 
reduced  1  /30  for  each  24  hours  of  continuous  suspension. 

Failure  to  Make  Payments. 

Payment  foi'  energy  used  in  any  calendar  month  shall  be  due  on  the  1.5th  of  the 
succeeding  month.  I'pon  failure  of  the  contractor  to  pay  for  the  energy  used 
in  any  calendar  month  within  30  days  after  the  close  of  that  month,  the  t'nited 
States  shall  have  the  right  to  discontinue  the  supply  of  energy  and  refuse  to 
resume  the  delivery  so  long  as  any  part  thereof  remains  impaid.  Such  a  dis- 
continuance of  supph'  will  not  relieve  the  contractor  of  liability  for  his  agreed 
maximum  demand  as  stated  in  Article  2  during  the  time  the  .supply  of  energy  is 
so  discontinued.  Any  amoimts  remaining  unpaid  more  than  .30  days  after 
becoming  due  shall  bear  interest  until  paid  at  the  rate  of  10%  P^r  aimum  from 
the  date  when  due. 

Bond. 

The  contractor  shall  furnish  bond  in  the  sum  of ,  such  bond 

conditioned  upon  the  faithful  performance  by  the  contractor  of  all  covenants 
and  stipulations  in  the  contract.  If  during  the  continuance  of  the  contract  any 
of  the  sureties  die  or  in  the  opinion  of  the  engineer  are  or  become  irresponsible 
the  engineer  may  rec}uire  additional  sufficient  sureties  which  the  contractor 
shall  furnish  to  the  satisfaction  of  that  officer  within  10  days  after  notice,  and 
in  default  thereof  the  contract  may  be  suspended  by  the  engineer. 

The  contractor  hereby  agrees  that  the  United  States  shall  have  a  first  mortgage 
lien  on  any  and  all  power  lines,  transformers  and  electrical  equipment  of  ariy 
kind  heretofore  or  hereafter  built,   o\\Tied  or  installed  by  the  contractor  in 

Coiuity,   Idaho,   to  secure  the  payment  of  and  the 

performance  of  all  conditions  herein  agreed  to  be  paid  or  performed  by  the 
contractor  and  upon  default  in  the  payment  of  any  of  said  charges  or  the  per- 
formance of  any  of  said  conditions  said  lien  may  be  foreclosed  in  the  manner 
provided  by  law  for  the  foreclosure  of  a  mortgage  or  the  United  States  may 
at  its  optioii,  take  possession  of  said  power  lines,  transformers  and  equipment 
and  operate  or  sell  the  same  or  operate  for  a  time  and  then  sell  the  same  at 
public  auction  or  private  sale  and  retain  and  credit  to  the  United  States  out 
of  the  proceeds  of  .such  sale  all  sums  due  to  the  United  States  from  the  con- 
tractor and  render  to  the  contractor  the  balance  if  any,  remaining  from  the 
proceeds  of  such  sale  after  paying  the  sums  and  amounts  due  the  United  States, 
and  the  contractor  hereby  grants,  bargains,  sells  and  conveys  to  the  I'nited 
States  the  lien  and  mortgage  above  descriljed. 
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COMMISSION  DECISIONS 

PENNSYLVANIA 

781    Adequacy. 

W.  R:  Grubb,  et  al.  vs.  Bangor  Light,  Heat  and  Power  Company,  et  al. 
Decision  of  tlie  Pennsylvania  Pubtic  Service  Commission,  In  Regard 
to  Discontinuino;  Heating  Service,  October  8,  1914. 

The  Bangor  Electric  Light,  Heat  and  Power  Company  was  incorporated 
with  power  to  furnish  electric  light  and  also  heat  to  the  Borough  of 
Bangor,  and  with  the  consent  of  the  Borough,  the  Company  engaged 
in  supplying  heat,  using  chiefly,  if  not  entirely,  the  exhaust  steam  from 
its  lighting  plant.  It  secured  the  business  of  the  complainants,  and 
placetl  branch  pipes  running  through  their  properties.  The  cost  of  the 
several  pipes  was  paid  for  in  certain  proportions  by  the  corporation  and 
the  complainants.  Many  of  the  houses,  because  of  the  statements  of 
agents  of  the  corporation,  and  the  dependence  upon  this  source  of 
supply,  were  erected  without  other  facilities  for  furnishing  heat. 

The  plant  and  franchises  were  sold  to  the  Eastern  Pennsylvania  Power 
Company,  and  subsequently  the  latter  company  was  merged  with  the 
Pennsylvania  Utilities  Company.  After  merger,  changes  were  made  in 
operation  which  interfered  with  the  supply  of  exhaust  steam,  and  after 
notice,  the  steam  heating  service  was  discontinued.  The  mains  renuiin 
in  the  streets,  and  the  branch  pipes  remain  on  properties  of  the  com- 
plainants. Against  this  continuance  of  service  the  complaint  in  this 
case  was  filed. 

"It  may  be  reasonably  assumed  that  by  these  successive  convey- 
ances and  mergers,  the  rights,  properties  and  franchises  of  the  Bangor 
Electric  Light,  Heat  and  Power  Company,  with  the  corresponding 
duties  and  obligations  to  the  public,  became  vested  in  the  Pennsyl- 
vania Utilities  Company.  The  contention  of  the  defendants  is,  how- 
ever, that  under  the  acts  of  Assembly  authorizing  its  incorporation, 
the  Bangor  Electric  Light,  Heat  and  Power  Company  and  each  of  the 
later  corporations  have  no  power  to  supply  steam  heat.  Without 
determining  the  question  whether  any  corporation,  without  special 
authority,  may  not  engage  to  sell  its  waste  products,  sucii  as  exhaust 
steam,  it  is  sufficient  to  point  out  that  a  corporation  ought  not  to  be 
permitted  to  set  up  for  its  own  ad\antage  a  lack  of  power  to  perform 
an  ol^ligation  to  a  consumer  which  it  has  voluntarily  assumed,  and 
upon  which  the  consumer  has  expended  moneys  and  for  which  he  has 
given  up  rights  of  property.  Nor  will  the  Commission,  in  such  a  case, 
be  astute  to  look  beyond  the  plain  words  of  th(>  character  granting  the 
power  to  supply  heat.  Such  questions  can,  with  more  propriety,  b(^ 
raised  in  a  proper  proceeding  in  a  court,  where  they  can  be  detemiined 
with  certainty.  For  the  purpose  of  the  present  inquiry,  the  Commis- 
sion will  assume  that  the  officials  of  the  Commonwealth  charged  with 
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the  duty  of  supervising  the  issuing  of  Charters  properly  performed 
those  duties.  While  the  Commission,  perhaps,  ought  not  to  close 
its  eyes  to  a  plain  violation  of  law  appearing  in  a  charter,  in  the 
present  case  the  power  was  expressly  granted  and  was  exercised  by 
each  of  the  corporations  in  succession,  through  altogether  a  period  of 
twelve  years. 

"We  are  of  the  opinion  that  it  was  the  duty  of  the  Pennsylvania 
Utilities  Company,  after  the  merger  of  the  Eastern  Pennsylvania 
PoAver  Company,  to  continue  to  supply  steam  heat  to  the  complain- 
ants. By  its  sale  of  the  distributing  facilities  to  the  Bangor  Steam 
Heating  Company  it  became  practicaU>-  and  physically  impossible 
for  either  corporation,  alone,  to  supply  the  steam  heat,  that  is  to  say, 
the  one  corporation  had  no  source  or  means  of  supply,  and  the  other 
no  way  of  distributing  steam  heat  to  the  consumer.  A  public  duty 
cannot  he  escaped  in  this  way.  For  the  purpose  of  this  supply  and 
the  obligation  to  the  consumer,  the  two  corporations  may  still  be 
regarded  as  a  single  entity.  The  duty  is  mutual  and  each  must 
perform  its  part.  The  Pennsylvania  Utilities  Company  and  the 
Bangor  Steam  Heating  Company  ought  together  to  be  required  to 
continue  the  supply  of  steam  heat  to  the  complainants,  and  an  order 
will  be  issued  accordingly." 


PENNSYLVANIA 


810--Municipal  or  Local  Regulation  of  Utilities. 

The  Petition  of  the  York  Water  Company  for  Relief  from  Ordinance 
Requiring  Installation  of  Meters.  Decision  of  the  Pennsylvania 
Public  Service  Commission,  Dismissing  the  Petition,  October  9,  1914. 

The  council  of  the  City  of  New  York,  passed  an  ordinance  requiring  the 
Company  to  install  meters,  whenever  requested  in  writing  by  any  of  its 
customers.  The  Company  petitioned  the  Commission  to  request  the 
Attorney  General  to  proceed  by  mj  miction  or  other  appropriate  remedy 
to  restrain  the  City  from  enforcing  this  ordinance. 

'•Many  of  the  propositions  urged  in  the  able  argument  of  Coimsel  for 
the  petitioner  may  be  admitted,  to-wit :  That  it  was  the  intention  of 
the  Legislature  to  place  in  The  Public  Service  Commission  the  con- 
trol of  the  service  and  facilities  of  water  companies;  that  it  would 
be  difficult  for  the- water  company  to  obey  two  different  authorities; 
that  the  Commission  has  the  power  to  require  the  installation  of 
meters;  that  obedience  to  the  Ordinance  would  result  in  discrim- 
ination; that  the  Act  of  July  26,  1913,  repealed  the  Act  of  Jmie 
27,  1913;  and  that  the  Act  of  June  27,  1913,  is  unconstitutional. 
Assuming  all  of  these  statements  of  law  to  be  correct,  the  inquiry  still 
arises  as  to  where  the  Commission  derives  its  authority,  or  where 
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the  duty  is  imposed  upon  it,  to  ask  the  Attorney  General  to  restrain 
municipalities  from  the  passage  and  enforcement  of  ordinances,  even 
though  they  be  contrary  to  the  law.  The  Act  of  July  26,  1913,  gives 
to  the  Commission  the  power  to  supervise  contracts  between  muni- 
cipal corporations  and  public  service  companies,  and  prevents  those 
corporations  from  constructing  plants  for  public  service  without  the 
approval  of  the  Commission,  but  nowhere  is  there  given  power  to  the 
Commission  to  supervise  or  control  municipal  legislation  or  its  con- 
sequences. There  is  no  such  violation  of  the  Public  Service  Act  as  the 
Attorney  General  could  be  asked  to  restrain.  The  municipal 
authorities  are  the  representatives  of  the  people  in  their  local  affairs. 
This  Commission  ought  not  to  assume  any  control  over  the  officers 
of  municipalities  in  the  performance  of  duties  imposed  upon  them  by 
mmiicipal  authority,  unless  it  appears  with  sufficient  clearance  that 
this  is  the  meaning  and  intention  of  the  Legislature  conferring  its 
powers.  If  the  Commission  were  to  undertake  to  restrain  municipal- 
ities in  every  instance  where  there  is  the  possibility  of  infringement 
upon  the  authority  of  the  Commission,  its  jurisdiction  would  l)e 
indefinitely  extended.  If,  as  is  contended,  the  Ordinances  of  the 
Borough  are  in  conflict  with  the  Law,  it  is  the  not  unusual  case  of  a 
wrong  committed  for  the  redress  of  which  the  Courts  are  always  open. 
In  its  inception  the  effort  may  be  restrained,  and  if  consummated, 
damages  may  be  awarded." 


PENNSYLVANIA 

500 — Rate  Practice. 

Joseph  Cauffiel,  et  al.  vs.  Citizens  Light,  Heat  and  Power  Company, 
Johnstown,  Decision  of  the  Pennsylvania  Public  Service  Commis- 
sion, October  6,  1914. 

Complaint  was  made  to  the  Commission  that  the  practice  of  the 
respondent  company  in  requirmg  from  certain  customers  a  deposit  of 
$5.00  before  installing  service  was  unjust  and  unreasonable,  and  also 
that  the  minimum  monthly  charge  of  the  Company  of  $1.00  was  unjust 
and  unreasonable. 

540 — Minimum  Charge. 

"In  regard  to  the  minimum  monthly  charge  of  one  dollar,  the 
testimony  shows  that  this  charge  is  an  increase  over  a  minimum  charge 
formerly  made  by  the  company,  but  that  it  is  not  more  than  is 
reasonably  required  to  meet  the  expenses  necessarily  incurred  by  the 
company  to  place  it  in  a  position  to  be  ready  to  serve  the  customers, 
nor  is  it  more  than  the  usual  charge  for  such  service. 

580 — Terms  and  Conditions. 

The  deposit  of  ."55.00  is  required  of  prospective  customers  of  the  Company 
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who  are  not  property  owners  or  who  have  not,  in  some  manner,  shown 
to  the  company  their  ability  to  pay  for  the  service  which  they  desire. 
The  commission  says: 

"This  practice  is  one  in  very  i^eneral  use  in  the  Commonwealth,  and 
does  not  appear  to  the  Commission  to  be  either  unjust  or  unreason- 
able." 


COLORADO 

713— Filing  of  Schedules. 

Regulation  Regardiujo;  the  Filing  of  the  Rates  of  Public  Utilities, 
Prescribed  by  the  Colorado  Public  Utilities  Commission.  October 
12,  1914. 

The  Pul)lic  Utilities  Commission,  recently  established  in  the  State  of 
Colorado,  has  issued  an  order  requiring  all  the  public  utilities  under  its 
jurisdiction  to  immediately  file  schedules  showing  all  rates  and  charges, 
together  with  all  rules,  regulations,  and  contracts,  which  in  any  manner 
affect  such  rates  and  classifications.  Instructions  are  given  which 
prescribe  the  form  and  govern  the  filing  and  publications  of  the  rate 
schedules. 


CALIFORNIA 


781.5 — Inductive  Interference. 

Rules  Governing  the  Construction  and  Operation  of  Parallel 
Lines.  Approved  by  the  California  Railroad  Commission.  August 
1,  1914. 

The  commission  has  prescribed  rules  to  govern  the  construction  and 
operation  of  power  and  communication  circuits  which  are,  or  are 
proposed  to  be,  so  located  as  to  create  a  parallel.  These  rules  were 
made  effective,  August  20,  1914. 


WASHINGTON 

450— Value  of  Service  Theory. 

City  of  Seattle  v.  Seattle,  Renton  &  Southern  Railway  Company 
et  al.  Decision  of  the  Washington  Public  Service  Commission, 
October  17,  1914. 

In  discussing  the  company's  proposed  increase  in  fares  to  a  certain 
district  from  5  cents  to  10  cents,  the  Commission  says: 
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"The  value  of  the  transportation  to  the  patron  to  and  from  iiis 
home  will  not  necessarily  increase  with  the  increasing  population. 
He  will  not  be  charged  less  for  his  transportation  as  the  population 
increases,  nor  should  he  be  charged  more  than  such  transportation 
is  reasonably  worth  because  of  the  present  lack  of  population.  .  . 

"An  increased  rate  does  not  always  mean  an  incresaed  revenue 
to  the  road;  on  the  contrary,  an  increased  rate  sometimes  results 
in  confiscation  not  only  of  the  property  of  the  utility,  but  of  its 
patrons  as  well,  and  we  are  not  convinced  that  to  increase  the  rates 
of  transportation  as  requested  by  the  company  would  not  in  this 
case  bring  about  such  a  result." 


WASHINGTON 

788— Service  Rules. 

Rules  as  to  Electrical  Construction,  Amended  b>-  the  Washington 
Public  Service  Commission.     August  14,  1914. 

The  commission  entered  an  order  amending  and  supplementing  the 
rules  contained  in  chapter  130,  session  laws  of  Washington  entitled, 
"An  Act  Relating  to  Electrical  Construction  and  ^Maintenance  and 
Use  Of  Electrical  Wire  Apparatus  and  Appliances,  and  Providing 
Penalties  For  the  Violation  Thereof." 


ANNUAL  REPORTS 
ONTARIO,  CANADA 

252 — Commission  Annual  Reports. 

Eighth  Annual  Report  of  the  Ontario  Railw^\y  and  ^Municipal 
Board,  to  December  31,  1913.     588  pages. 

The  reports  of  municipalities  operating  electric  light  and  power  plants, 
gas  plants,  waterworks  plants,  and  telephone  plants  are  found  in  the 
appendix  of  this  report,  page  392.  In  the  introduction  to  this  report 
the  board  makes  the  following  statement  in  regard  to  these  reports 
upon  public  utilities  operated  by  municipalities: 

"The  board  continues  to  experience  considerable  difficulty  in  obtain- 
ing from  some  municipalities  adequate  information  relating  to  the 
operation  of  these  utilities.  In  some  cases  municipal  officers  frankly 
confess  inal^ility  to  furnish  the  information  recjuired  by  the  Boarcl, 
advancing  the  plea  that  the  system  of  account-keeping  prevailing 
precludes  the  possibility  of  supplying  much  essential  data  sought 
bv  the  Board. 
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The  Board,  to  meet  this  difficulty,  renew  the  recommendation 
already  made,  that  power  be  granted  to  it  to  install  in  every  munici- 
pality operating  any  public  utility,  a  universal  system  of  accounting 
and  record  keeping,  so  that  every  municipality  will  have  available 
all  the  vital  data  necessary  to  furnish  every  year  a  lucid  exhibit  of 
the  operation  of  these  public  utilities,  and  all  statistics  necessary 
to  an  intelligent  analysis  and  study  of  the  working  of  such  utilities." 


COURT  DECISIONS 

ARKANSAS 


120— Protection  of  the  Public. 

Hunt  et  al.  v.  Marianna  Electric  Company.  Decision  of  Supreme 
Court  of  Arkansas.     October  19,  1914.     170  Southwestern  96. 

The  electric  company  respondent  in  this  action,  changed  from  the  pro- 
duction of  "133-cycle  current  of  electricity"  to  a  "60-cycle  system." 
The  plaintiffs  allege  that  the  change  has  rendered  useless  all  their 
motors  and  equipment  purchased  to  be  operated  under  the  former 
system,  and  that  the  company  is  demanding  that  the  subscribers  bear 
the  expense  of  the  necessary  readjustment.  Not  all  of  the  facts  in 
the  case  were  in  the  possession  of  the  higher  court,  but  upon  review 
of  the  facts  shown,  the  higher  court,  sustaining  the  decree  of  the 
lower  court,  dismissed  the  complaint. 

112 — Franchises . 

"In  the  matter  of  granting  franchises  involving  the  use  of  the  city 
streets  the  city  has  the  right  to  impose  proper  conditions  to  secure 
a  suitable  and  adequate  service  to  the  public.  It  may  not  only  im- 
pose these  conditions  in  the  first  instance,  but  it  may  impose  condi- 
tions after  the  grant  of  the  franchise,  subject  only  to  the  condition 
that  it  may  not  impair  the  obligation  of  any  contract  made  with  the 
public  service  corporation.  But,  not  even  by  contract,  can  the  city 
convey  away  its  right  of  regulation  under  the  police  power.  Hot 
Springs  Electric  Light  Co.  v.  Hot    Springs,  70  Ark.  300,  67  S.  W. 


761 
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121 — Proper  Service. 

"Notwithstanding  the  allegation  of  the  pleadings  that  the  service 
formerly  rendered  by  the  electric  company  was  satisfactory  and 
sufficient,  it  is  not  alleged  that  the  change  was  needlessly  and  capri- 
ciously made,  and  even  though  there  may  have  been  no  municipal 
requirement  in  regard  to  this  change,  the  electric  company  would 
have  the  right  to  make  such  change  in  its  system  and  method  of 
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operation  as,  in  the  exercise  of  an  honest  judgment  on  the  part  of 
its  managing  officials,  was  necessary  to  a  proper  service  of  the  public, 
and  there  is  no  allegation  that  the  change  was  not  an  advantageous 
one  from  the  standpoint  of  the  general  public,  although  it  is  alleged 
that  it  was  an  unnecessary  one  from  the  standpoint  of  these  plaintiffs. . . 

"In  our  judgment,  it  not  having  been  alleged  that  the  change  was 
needlessly  or  capriciously  made,  we  think  this  expense  should  be 
borne  by  the  plaintiffs.  Otherwise,  having  become  a  part  of  the 
operating  expense  of  the  company,  this  would  be  an  item  to  be  con- 
sidered in  fixing  the  rates  to  be  charged  all  consumers  of  electricity, 
and  would  be  an  expense  to  be  borne  at  least  by  the  public  generally 
rather  than  by  those  owners  who  were  required  to  supply  themselves 
with  new  appliances.   .  . 

"It  is  no  doubt  true  that  these  plaintiffs  from  their  standpoint, 
will  be  required  to  incur  an  expense  without  fault  on  their  part; 
but  some  one  at  least  must  bear  this  expense,  and  we  think  that 
burden  must  fall  upon  them.  Opportunity  for  wide  choice  exists 
in  the  selection  of  appliances  for  the  use  of  the  electric  current,  and 
interminable  confusion  might  ensue  and  great  injustice  be  done 
if  the  company  was  required  to  take  into  account  these  various 
opinions  and  preferences  resulting  from  the  change  in  appliances. 
It  was  the  duty  of  the  plaintiffs  in  the  first  instance  to  furnish  their 
own  appliances,  and  the  change  of  system  not  having  been  made 
needlessly  or  capriciously,  we  think  it  equitable  that  they  should 
acquire,  at  their  own  expense,  such  fixtures  as  are  adapted  to  their 
purposes  to  receive  the  current  under  the  new  system.  Moreover, 
there  are  no  allegations  in  the  complaint  from  which  it  could  be  said 
that  there  was  any  privity  of  contract  requiring  the  company  to 
furnish  the  appellants  with  any  particular  kind  of  current." 

OHIO 

840 — Public  Operation. 

Opinion  of  the  Attorney  General  of  the  State  of  Ohio,  Regarding 
the  Right  of  Municipalities  to  Sell  Current,  July  7,  1914. 

The  Bureau  of  Inspection  and  Supervision  of  Public  Offices,  Columbus, 
Ohio,  requested  the  opinion  of  the  Attorney  General  as  to  whether  or 
not  the  Board  of  public  affairs  having  control  and  management  of  a 
village  electric  light  plant  may  legally  contract  with  a  partnership 
composed  of  resident  citizens  of  the  municipality  to  furnish  current 
which  in  turn  will  be  sold  by  the  partnership  firm  to  a  village  situated 
four  miles  distant  from  the  municipality  owning  and  operating  the 
electric  light  plant.  The  reply  of  the  Attorney  General  is  in  part  as 
follows: 

"As  indicated  by  the  provision  of  Section  3618  of  the  General  Code 
the  purpose  for  which  a  municipality  is  authorized  to  establish, 
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maintain  and  operate  an  electric  light  plant  is  to  supply  its  own  needs 
and  the  needs  of  its  inhabitants.  Under  this  power,  the  municipality 
may  undoubtedly  furnish  electricity  to  any  person  or  concern  within 
the  city  limits,  for  domestic  or  connnercial  lighting.  The  provisions 
of  this  section,  however,  carry  no  implication  or  power  in  the  muni- 
cipality to  furnish  electricity  to  persons  or  concerns  outside  of  its 
limits,  nor  to  furnish  the  same  to  persons  and  concerns  within  the 
municipality,  for  purposes  other  than  th(nr  own  use  for  light,  heat 
and  power. 

"Looking  to  the  provisions  of  the  section  of  the  Constitution  under 
consideration,  it  will  be  noted  that  they  provide  that  any  nmnicipality, 
owning  and  operating  a  public  utility  for  the  purpose  of  supplying 
the  service  or  product  thereof,  to  the  municipality  or  its  inhabitants, 
may  also  sell  and  deliver  to  others  any  transportation  service  of  such 
utility  and  the  surplus  product  of  any  other  utility,  in  an  amount 
not  exceeding,  in  either  case,  fifty  per  centum  of  the  total  service  or 
product  sui:)plied  by  such  utility,  within  the  municipality'.  I  have 
no  doubt  but  that  a  partnership,  located  in  a  municii^ahty  owning 
and  operating  an  electric  light  plant,  and  composed  of  citizens  of  such 
municipality,  is  an  inhabitant  of  such  niunicipalit>',  within  the 
purview  of  Section  3618  of  the  General  Code,  authorizing  such 
nmnicipality  to  furnish  electricity  tt)  its  inhabitants  for  light,  heat, 
or  power,  not  that  such  partnership  is  an  inhabitant,  within  the 
meaning  of  Section  6,  Article  XVIIT  of  the  Constitution.  The 
authority  of  the  provisions  of  this  section  of  the  Constitution  only 
goes  to  the  right  of  a  municipaUty  owning  and  operating  an  electric 
Hght  plant  as  a  public  utility,  to  sell  its  product  to  others  than  its 
inhabitants  to  whom,  prior  to  the  adoption  of  the  constitutional 
provisions,  the  municipality  might  furnish  electric  current  for  pur- 
poses of  light,  heat  or  power.  It  results  from  this  consideration 
that  the  authority  of  the  constitution  provisions  is  limited  to  sales 
of  electric  current  of  such  municipality,  to  persons,  natural  or 
artificial,  outside  of  and  beyond  its  corporate  limits;  and  that 
with  respect  to  the  question  here  made  (although  the  village  owning 
and  operating  the  electric  light  plant,  might  legally  sell  surplus 
current,  within  the  limitations  of  the  constitutional  provisions, 
to  the  other  village  in  question),  the  village  owning  and  operating 
such  electric  light  plant  cannot  sell  the  same  to  any  person  or  concern 
within  the  corporate  limits  for  purpose  of  re-sale. 

"In  conclusion  I  may  add,  that  I  am  inclined  to  the  view  that  a 
municipality  owning  and  operating  an  electric  light  plant  is  not 
authorized  to  sell  electric  current  to  persons  and  concerns  outside 
of  the  corporate  limits  for  any  purpose  other  than  the  use  of  the  same 
by  such  persons  or  concerns  for  light,  heat  or  power.  AVith  respect 
to  the  question  here  presented,  however,  it  is  enough  to  know  that 
such  nmnicipality  is  not  authorized  to  sell  current  to  persons  and 
concerns  within  its  limits  for  any  purpose  other  than  the  use  of  such 
current  for  the  purpose  indicated  by  Section  3618  General  Code." 
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REFERENCES 

INVESTMENT  AND  RETURN 


310— Valuation. 

Investigation  of  the  Valuation  and  Rates  of  Lake  Forest  Water 
Company  Before  the  Illinois  Public  Service  Commission.  Brief  on 
Behalf  of  the  Company.     Pamphlet,  113  pages. 

A  brief  submittino;  testimony  regarding  the  valuation  and  rates  of  the  Lake  Forest 
Water  Company  has  been  submitted  to  the  Commission  by  Cooke,  Pope  &  Pope, 
Attorneys  for  Company,  and  Olin,  Butler,  Stebbins,  Curkeet  &  Stroud,  Counsel 
for  the  Company. 

360 — Depreciation. 

Depreciation  as  an  Element  for  Consideration  in  the  Appraisal  of 
Public  Service  Properties,  Bv  C.  E.  Grunsky.  Proceedings  of  the 
A.  S.  C.  E.,  Vol.  XL,  No.  9,  November,  1914.     p.  2787. 

The  writer  endeavors  to  show  that  appraisal  for  rate-making  purposes  may  alwa3's 
be  made  at  the  full  amomit  of  the  investment,  and  that  when  applicable,  the  method 
of  computing  and  allowing  replacement  requirements  under  the  assumption  that 
the  pro])erty,  as  a  whole,  has  an  unlimited  life,  instead  of  allowing  depreciation 
as  ordinarily  defined,  is  the  one  which  should  find  general  acceptance.  The 
writer  points  out  that  depreciation  is  not  amortization.  It  has  nothing  to  do 
with  the  payment  of  invested  capital,  and  should  always  be  considered  apart 
from  amortization.  No  part  of  the  capital  properly  invested  in  a  public  service 
property  should  l)e  returned  to  the  owner  until  a  transfer  of  ownership  to  the 
public  is  contemplated.  Various  methods  of  valuation  and  principles  concerning 
depreciation  are  discussed  and  compared,  and  the  advantages  of  the  method 
which  the  writer  calls  "the  unlimited  life  method,"  or  a  valuation  at  100%  of 
the  investment,  are  sho^\ai. 


PUBLIC  SERVICE  REGULATION 


200 — Public  Service  Regulation — Law  and  Practice. 

Some  Results  of  the  Public  Service  Company  Law,  by  C.  La  Rue 
MuNSON.  Address  Delivered  at  the  Annual  INIeetin^-  of  the  Pennsylvania 
Water  Works  Association,  at  Atlantic  City,  N.  J.,  October  23,  1914. 

The  paj)er  discusses  the  general  benefits  to  be  derived  from  regulation  by  State 
Commissions.  The  members  of  such  commissions  and  their  assistants  become 
skilled  and  accjuire  broad  experience  in  the  subject.  Such  regulation  results  on 
the  one  hand  in  the  public  being  fairly  served,  while  on  the  other  hand  unjust 
competition  is  not  permitted,  and  the  company  will  be  able  to  receive  fair  com- 
pensation for  fair  service  with  the  proper  returns  ujion  its  investments. 
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200 — Public  Service  Regulation,  Law  and  Practice. 

The  Failure  of  Regulatiox,  by  Daniel  W.  Hoan.  Pamphlet  Published 
by  the  Socialist  Party  of  the  United  States,  1914,  98  pages. 

The  pamphlet  is  an  argument  in  favor  of  public  o-miership,  and  maintains  that 
regulation  has  been  tried  and  proved  a  failure  in  foreign  countries  years  before 
it  was  introduced  in  the  United  States;  and  alleges  that  regulation  in  Wisconsin 
and  elsewhere  has  proved  a  failure  and  should  be  abandoned  in  favor  of  public 
OA\Tiership  and  operation. 


MUNICIPALITIES 

830— Public  Ownership. 

How  IT  Works.     Editorial,  Collier's,  November  14,  1914,  p.  17. 

"Perhaps  the  most  obvious  thing  for  the  average  city  to  own  is  the  electric  light 
and  power  station,  since  the  city  already'  owns,  paves  and  cleans  the  streets. 
Between  1902  and  1912  the  niunber  of  such  plants  o\\Tied  by  our  municipalities 
increased  from  81.5  to  1.562,  while  the  number  commercially  owned  increased 
from  2,805  to  3,659.  How  did  the}'  work?  The  Bureau  of  the  Census  has  issued 
a  bulletin  which  gives  the  answer.  The  figures  show  that  in  1912  the  city  owned 
stations  hired  10  per  cent  of  the  total  number  of  employes  in  order  to  turn  out 
4.7  per  cent  of  the  total  product.  Electricity  is  sold  by  the  kilowatt-hour,  and 
the  cities  increased  their  average  charge  from  3.5  cents  in  1902  to  4.3  cents  in 
1912,  while  the  commercial  plants  reduced  their  average  charge  from  3.4  cents 
to  2  5  cents.  It  is  clear  that  this  reflects,  among  other  things,  the  growth  of 
mimicipal  ownership  in  the  smaller  towns,  where  it  really  does  cost  more  to  tuni 
out  "the  juice;"  but  the  trouble  is  that  the  whole  drift  of  the  statistical  evidence 
is  in  the  same  direction.  The  city-owned  plants  tend  to  fall  back  on  higher  rates 
and  the  kindly  nm-ture  of  taxes,  and  do  not  deliver  the  goods.  There  is  another 
seamy  side  to  the  story,  viz.,  the  way  in  which  these  municipal  enterprises  resist 
State  regulation,  and  especially  the  introduction  of  uniform  accounting  methods 
which  would  show  all  the  facts.  Mimicipal  ownership  spells  opportimity  for  the 
politician  and  his  officeholders,  but  it  does  not  spell  service." 

830— Public  Ownership. 

Municipal  Ownership  and  (Jperation  of  Waterworks,  by  M.  N. 
Baker.  An  Address  Before  the  Conference  of  American  Mayors  on 
Public  Policies  as  to  Municipal  Utilities,  Philadelphia.  Penn.,  Xov.  14, 
1914.     Engineering  Xews,  Decembers,  1914,  p.  1115. 

The  increase  in  the  percentage  of  municipal  o\\-nership  of  waterworks  in  the  last 
fifteen  years  is  noted  with  approval.  The  writer,  however,  says  that,  notwith- 
standing all  that  has  lieen  said  in  favor  of  home  rule,  municijjal,  as  well  as  private 
waterworks  should  be  .subject  to  State  regulation.  Even  if  in  no  other  respect,  there 
must  be  State  regulation  of  the  purity  of  the  supply.  Another  necessity  of  State 
regulation  is  pointed  out  when  the  writer  calls  attention  to  the  rank  injustice 
now  prevailing,  in  that  the  distribution  in  the  cost  of  the  service  between  the 
private  consumer  and  the  city  at  large,  is  made  upon  an  ineciuitable  basis;  and 
the  writer  says  that  the  Wisconsin  Commission  has  taken  a  long  step  in  the  right 
direction  in  conii)elling  cities  to  raise  by  taxation  an  adequate  sum  to  pay  for 
fire  protection  and  other  jjublic  services,  instead  of  settling  this  charge  upon 
private  ccmsumers. 
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830— Public  Ownership. 

No  Municipal  Plant  for  Dayton.  Public  Service,  December  1914, 
p.  171. 

An  account  is  given  of  the  rejection  by  the  voters  of  Dayton,  Ohio,  of  the  proposal 
for  the  city  to  build  a  municipal  electric  light  plant. 

840— Public  Operation. 

What  the  Public  Leaders  Found  in  Europe.  Public  Service.  De- 
cember 1914.     p.  167. 

Abstract  is  given  of  the  report  of  William  D.  Mahon  and  L.  D.  Bland,  officials  o* 
the  Association  of  the  Street  Car  Employees  of  America  regarding  the  mimicipal 
tramways  and  working  conditions  in  various  European  countries.  The  report 
shows  that  the  mvmicipally  owned  lines  of  European  cities  cost  the  passengers 
more,  give  less  adequate  service,  and  pay  less  wages  to  employees,  than  do  the 
privately  o\Mied  lines  of  American  cities. 

840— Public  Operation. 

Report  of  the  Wallingford  Electric  Works,  Wallingford,  Connecti- 
cut, for  the  year  ending  July  31,  1914.     Pamphlet,  40  pages. 

The  Board  of  Electric  Commissioners  of  the  Borough  of  Wallingford  presented 
an  annual  report  showing  the  receijits  and  exjjenses  and  the  assets  and  liabilities 
of  the  Borough's  Electric  Plant.  We  note  from  the  report  that  S%  is  allowed  for 
depreciation.  The  Borough  offers  for  residence-lighting,  a  base  rate  of  10  cents 
per  kilowatt-hour,  with  a  minimum  ready-to-serve  charge  of  $1.00  per  month. 

840 — Public  Operation. 

Report  on  Water  Power  Development  of  Sanitary  District  of 
Chicago.  Electrical  Review  and  Western  Electrician.  Decemljer  5, 
1914.     p.  1096. 

A  summary  is  given  of  the  report  on  the  hydro  electric  development  of  the  Sanitary 
District  of  Chicago  which  was  referred  to  in  6  Rate  Research  114. 


GENERAL 


788— Service  Rules. 


National  Electrical  Code  Wiring  Rules  Compared  With  the 
German  and  English  Rules.  9  Pages.  Electrical  Review  and  Western 
Electrician.     December  5,  1914.     Page  1081;  Editorial,  Page  1065. 

A  comparison  is  made  of  the  wiring  rules  prescribed  in  the  National  Electrical  Code 
prepared  by  the  Committee  on  Wiring  of  Existing  Buildings  of  the  N.  E.  L.  A., 
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with  the  German  and  English  wiring  rules.  Two  curve  sheets  comparing  require- 
ments of  the  three  sets  of  rules  are  published  and  the  comparison  has  been  worked 
out  in  three  parallel  columns,  making  a  comparison  of  the  rules  on  an}^  point  verj- 
accessible. 

910 — Promotion  and  Growth  of  Business. 

Rural  Electrical  Development  in  Indiana,  by  A.  R.  Holliday. 
Paper  Read  at  the  Indiana  Electric  Light  Association,  September  23, 
1914. 

The  possibilities  of  the  development  of  electric  consumption  among  the  rural 
population  of  Indiana  has  been  seriously  considered  only  during  the  last  two 
years.  It  appears  at  the  present  time  that  there  is  a  large  demand  for  this  service, 
and  that  a  rural  customer  can  be  developed  into  a  larger  consumer  than  the  city 
customer  as  usually  he  needs  power  for  pumping,  feed  grinding  and  other  farrh 
purposes.  The  cost  of  furnishing  such  service  and  the  terms  and  conditions 
which  have  been  proposed  in  certain  localities  are  discussed.  The  writer,  how- 
ever, points  out  that  this  service  cannot  be  developed  as  needed  without  the 
employment  of  additional  capital,  and  in  conclusion  states  that  at  the  present 
time  the  attitude  of  the  public  is  distinctly  hostile  to  capital.  The  rulings  of 
the  Indiana  Pul>lic  Service  Commission  have  not  been  such  that  foreign  capital 
is  attracted  to  \itilities  in  this  State.  Until  the  time  comes  when  the  outlook 
will  be  more  reassuring  the  rural  electrical  develoi)ment  of  Indiana  must  be  held 
in  abeyance.  The  commission  should,  and  the  companies  interested  must  educate 
the  public  to  recognize  that  no  development  beneficial  to  the  public  can  be  brought 
about  without  the  investment  of  capital;  that  ample  and  sure  returns  must  be 
guaranteed  this  cajjital  to  attract  it;  and  that  ample  returns  mean  such  interest 
returns  that  there  will  always  be  ready  money  available  for  development. 


COURT   DECISION   REFERENCES. 


122 — Just  and  Unjust  Charges. 

Borough  of  Mechanicsburg  v.  Mechanicsburg  Gas  &  Water  Co. 
Decision  of  the  Pennsylvania  Supreme  Court,  July  1,  1914. 

The  borough  all(\s>es  that  an  increased  rate  for  water  furnished  the  borough  for  fire 
service  is  unreasonal)le,  and  in  excess  of  contract  between  the  parties.  The  court 
says: 

"It  is  to  be  assumed  that  in  framing  its  general  schedule  of  rates,  the  water 
company  has  been  guided  by  some  rule  or  principle  which  would  enable  it 
to  be  just  to  itself,  and  at  the  same  time  enable  it,  with  reasonable  approxima- 
tion, to  make  its  charges  for  its  varying  services  conform  to  some  standard 
which  would  secvu'e  to  the  consumers  reasonable  uniformity  in  cost.  Leech- 
burg  Borough  V.  Waterworks  Co.,  219  Pa.  263,  266,  68  Atl.  669.  The  presump- 
tion is  that  the  rates  fixed  by  the  schedule  are  reasonable,  both  as  to  com- 
pensation for  the  services  performed  by  the  water  company  and  as  to  the 
charges  to  be  paid  by  the  consumer,  and  the  burden  of  showing  the  contrary 
is  on  the  party  who  alleges  it." 

The  court  alleges  that  evidence  offered  bj^  the  plaintiff  showing  the  rates  for  ser- 
vice in  other  boroughs  should  l)e  disregarded,  in  view  of  the  fact  that  no  evidence 
was  submitted  to  show  similarity  of  conditions  in  those  boroughs  to  the  condi- 
tions in  the  plaintiff  borough. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

INDIANAPOLIS,  INDIANA. 

720— Rate  Schedules. 

The  ]\Ierchaxts'  Heat  axd  Light  Company  of  Indianapolis,  Indiana, 
have  filed  a  supplement  to  their  rate  schedules,  which  is  issued  on 
less  than  statutary  notice  by  authority  of  the  Indianapolis  Public 
Service  Commission.  The  residence  lighting  rate  for  Indianpolis, 
effective  January  1,  1915,  is  as  follows: 

RESIDENCE  LIGHTING  RATE. 
Rate. 

7^  cents  per  kilowatt-hour  for  the  first  three  kilowatt-hours  per  active  room 

per  month. 

5  cents  per  kilowatt-hour  for  all  excess  energy  used  per  month. 

Active  Rooms. 

All  rooms,  except  the  following  shall  be  deemed  active:     bath-rooms,    halls, 
porches,   closets,   garrets,   and  basements. 

Prompt  Payment  Discount. 

A  discount  is  allowed  for  prompt  payment,  aggregating  h   cent  per  kilowatt- 
hour  for  all  energy  used  if  paid  within  ten  days  of  date  of  billing. 

Minimum  Charge. 

50  cents  i)or  month  per  meter. 

Term  of  Contract. 

The  above  rates  are  applicable  to  customers  contracting  for  service  for  five  years 
for  residence  lighting. 

A  supplement  effective  November  26,  1914,  reduced  the  minimum 
charge  for  residence  lighting  from  $1.00  as  heretofore,  to  50  cents,  and 
provided  the  following  schedules  for  wholesale  and  off-peak  service : 

WHOLESALE  ELECTRIC  ENERGY  SCHEDULE. 
Rate. 

Demand  Charge. 

$1.25  per  kilowatt-hour  per  month,  plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  metered  on  the  primary  side  of  the  transformer. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

The  custitmer  guarantees  four  hours  average  daily  use  of  the  demand  with  a 
yearly  minimum  charge  of  $3,000. 

Term  of  Contract. 

Five  years  is  the  term  of  contract  imder  this  schedule. 

Terms  and  Conditions. 

Off  Peak  Service:  With  an  agreement  to  use  no  Power  between  the  hours  of 
4:30  P.  AI.  and  6:30  P.  M.  during  the  months  of  November,  December,  January 
and  February,  the  yearly  minimum  charge  shall  be  $1,000.00  and  demand  load 
for  each  j'ear  shall  be  computed  by  taking  the  average  of  the  maximum  load 
of  not  less  than  3  minutes  duration  each  month  for  5  maximum  demand  months. 

ADDITIONAL  OFF  PEAK  SCHEDULE  FOR  LIGHT  AND  POWER. 
Rate. 

2  cents  per  kilowatt-hour  with  six  to  eight  hours  daily  use  of  the  demand. 

Minimum  Charge. 

$2.5.00  per  month  per  meter. 

Terms  and  Conditions. 

Measurements  shall  l)e  made  on  secondary  side  of  the  transformer. 


COURT  DECISIONS 

NEW  JERSEY. 

300 — Investment  and  Return. 

Public  Service  Gas  Company  vs.  Board  of  Public  Utility  Commis- 
sioners, ET  AL.  Decision  of  the  New  Jersey  Court  of  Errors  and 
Appeals,  December  9,  1914. 

An  appeal  was  made  from  a  decision  of  the  Supreme  Court,  affirming 
the  order  of  the  New  Jersey  Board  of  PubUc  Utihty  Commissioners 
which  fixed  the  rate  for  gas  in  the  territory  called  the  Passaic  di\-ision 
at  90  cents  per  thousand  feet.  The  decision  of  the  court  follows  closely 
the  findings  of  the  lower  court  except  in  the  matter  of  the  valuation  of 
intangible  property,  with  particular  attention  to  the  matter  of  franchise 
value.  The  Court  of  Errors  and  Appeals  approved  the  8  per  cent  rate 
of  return  allowed  by  the  Commission  and  lower  court;  and  did  not 
alter  the  findings  as  to  value  of  the  physical  property. 

315—  Intangibles . 

"This  brings  us  to  the  other  main  element  of  value,  called  by  the 
Commission  the  total  value  of  all  the  intangible  property  of  the 
company,  and  which  the  Board  estimated  at  thirty  per  cent  of  the 
valuation  assigned  by  them  to  the  structural  plant.  This,  as  the 
Board  expressly  stated,  included  everything  outside  of  the  tangible 
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property  and  associated  plant  assets,  such  as  working  capital.  They 
expressly  included  preliminary  outlay,  such  as  engineerinji;  and  legal 
expenses,  canvassing,  costs  of  incorporation,  cost  of  securing  fran- 
chises, financing,  bankers'  commission,  deficit  in  operation  during 
the  earlier  years,  and  inadequate  early  returns  upon  the  investment; 
also  'the  entire  value  of  all  franchises,  primary  or  secondary,  pos- 
sessed or  exercised  by  the  company  in  the  Passaic  Division.'  Two 
or  three  other  specific  intangible  elements  were  included  that  need 
no  notice  here.     Nothing  was  allowed  for  good  will." 

315.4-  Franchise  Value. 

''In  discussing  the  matter  of  franchises,  the  Commission  remarked 
that  its  finding  as  to  the  total  amount  of  intangible  property  was 
'tantamount  to  including  the  franchises  of  the  company  at  a  moderate 
rating  at  a  value  comparable  to  the  cost  of  obtaining  these  or  similar 
franchises.  It  amounts,  therefore/  say  the  Commissioners,  'to  a 
practical  denial  of  the  company's  contentions  as  to  the  value  of  its 
franchises.'  The  Board  stated  that  it  is  the  public  policy  of  the 
State  not  to  allow  the  capitalization  of  franchises  for  an  amount  in 
excess  of  the  actual  cost  involved  in  obtaining  said  franchises; 
evidently  referring  to  paragraph  F  of  section  18  of  the  Utilities  Act, 
P.  L.  1911,  p.  381.  We  find  difficulty  in  ascertaining  from  the 
report  the  method  adopted  by  the  Commissioners  for  Aaluation  of 
the  franchises.  In  one  place  they  announce  that  such  value  is 
included  in  the  thirty  per  cent  estimate  of  all  the  intangible  property; 
in  other  places  they  say  that  there  is  no  evidence  before  them  to  show 
that  these  franchises  should  be  valued  at  any  more  than  the  cost  of 
obtaining  them;  in  their  general  summary  of  valuations  the  franchises 
are  listed  as  an  item  and  no  value  assigned  thereto,  and  the  next 
item  consists  of  patent  rights,  which  the  Commission  expressly 
declare  to  have  no  value  whatever;  and  yet  the  Commission  con- 
ceded that  special  franchises  are  property;  that  when  tangible 
property  is  operated  under  franchise  rights,  the  instrument  of  public 
service  is  worth  more  than  the  material  and  labor  involved  in  its 
construction ;  that  taxation  is  imposed  in  respect  of  special  charters 
as  'property'  in  this  and  other  states;  and  that  neither  franchise 
nor  any  other  property  can  be  taken  for  public  use  without  just 
compensation.  These  are  extracts  from  the  report  in  its  exact 
language.  In  dealing  with  this  question  the  supreme  court  seems 
to  have  gone  a  step  further,  for  it  held  that  'logically,  no  allowance 
should  be  made  for  the  value  of  the  special  franchise  in  a  case  where 
it  is  not  legally  exclusive  and  where  the  state  still  retains  the  right 
to  fix  rates.'     84.     N.  J.  L.,  482. 

I'We  find  ourselves  unable  to  concur  in  this  result.  Without  adopt- 
ing in  its  entirety  the  rule  laid  down  in  our  railroad  tax  cases,  that 
the  total  valuation  of  the  property  and  franchises  should  be  gauged 
by  the  market  value  of  the  outstanding  corporate  securities  plus 
floating  debt,  and  that  therefore  the  value  of  the  franchises  would 
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be  indicated  by  the  difference  between  this  total  and  the  sum  of  the 
value  of  the  physical  plant  plus  development  cost;  and  conceding 
that  in  most  of  the  cases  of  public  utilities  the  privilege  of  utilizing 
the  public  domain  is  not  exclusive,  and  is  therefore  subject  to 
invasion  by  other  similar  utilities,  and  conceding  also  that  charters 
and  local  franchises  are  often  granted  by  the  State  or  the  muni- 
cipality without  a  cash  or  property  consideration,  the  conviction 
still  remains  that  such  franchises  have  substantial  value.  We  often 
hear  "of  old  charters  being  bought  up  for  use  by  new  enterprises. 
The  very  charter  of  the  appellant  seems  to  be  one  of  this  class.  It 
seems  a  fallacy  to  say  that  if  and  because  a  municipality  confers 
upon  a  gas  company  or  a  street  railway  company  the  privilege  of 
using  the  public  streets  without  any  consideration  in  cash  or  property 
passing  from  the  company,  the  rights  thereby  conferred  should  have 
no  ^•alue  for  rate  making  purposes;  for  this  disregards  at  least  the 
meritorious  consideration  that  the  promotors  of  the  company  have 
invested  their  money  and  given  their  time  and  taken  their  business 
risks  in  view  of  the  making  of  this  very  concession,  and  the  value 
of  the  enterprise  on  which  the  owners  are  entitled  to  draw  an  income 
should  not  be  limited  to  the  mere  cash  that  they  have  put  into  it, 
but  should  include  something  for  the  risk  and  responsibility  that 
they  have  taken  in  organizing  and  developing  it. 

330 — Capitalization. 

''It  is  true,  as  the  Board  remarked,  that  the  Utilities  Act  forbids 
the  capitalization  of  franchises.  This  prohibition,  however,  refers 
to  the  inclusion  of  a  franchise  valuation  in  the  par  value  of  capital 
stock,  but  does  not  affect  its  market  value.  Just  as  the  value  of  a 
bank  stock  may  be  and  often  is  legitimately  enhanced  by  public 
confidence  in  the  directors  of  a  bank  and  the  methods  of  its  business 
management;  Newark  v.  Tunis,  81  L.,  45;  82  L.,  461;  so  the 
market  value  of  the  securities  of  a  public  utility  may  be  enhanced 
in  part,  at  least,  by  the  fact  that  it  is  operating  under  a  municipal 
franchise  costing  little  or  nothing  in  cash  outlay,  subject,  it  may  be, 
to  duplication,  but  which  the  public  has  the  right  to  suppose  in  a 
proper  case  will  follow  the  general  run  of  such  franchises  and  be 
free  from  indiscriminate  competition  although  not  legally  exclusive. 
Such  a  situation  would  be  a  legitimate  element  of  market  value  and 
would  be  taxable,  as  reasonably  and  fairly  enhancing  the  value  of 
the  property  in  the  public  mind.  It  would  thus  be  capitalized,  not 
by  the  utility  itself  but  by  the  public  as  a  business  matter,  and  against 
such  capitalization  there  is  no  prohibition,  legislative  or  otherwise. 

'Tt  seems  a  work  of  supererogation  to  cite  authorities  for  the  projDosi- 
tion  that  franchises  are  'property'  and  that  the  courts  will  protect 
them,  not  to  speak  of  their  being  subject  to  taxation.  As  we  have 
seen,  the  Board  itself  conceded  that  they  were  property  and  the 
Supreme  Court  did  likewise.  Still,  a  glance  over  some  decisions 
will  do  no  harm. 
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112 — Franchises. 

"In  1878  Vice-Chancellor  Van  Fleet,  in  the  case  of  Jersey  City  Gas 
Co.  V.  Dwight,  29  Eq.,  242,  dealing  with  a  special  gas  company 
charter  granted  in  1849,  held  that  while  the  business  of  making  and 
selling  gas  is  not  a  prerogative  of  government,  the  right  to  use  the 
pul)lic  streets  to  lay  gas  pipes  therein  is  a  franchise  which  the  State 
alone  can  confer.  He  held,  further,  'that  a  franchise  is  property, 
which,  like  ever>-  other  thing  susceptible  of  private  ownership,  is 
under  the  protection  of  the  law;'  and  that  a  'grant  of  a  franchise 
by  the  State  is  by  its  own  intrinsic  force,  and  without  express  words, 
exclusive  against  all  persons  but  the  State,  and  that  any  attempt 
to  exercise  like  rights  and  privileges  without  legislative  authority, 
is  a  fraud  and  an  unwarrantable  usurpation  of  power.'  Accordingly, 
on  the  complaint  of  a  duly  incorporated  gas  company  invested  by 
its  charter  (P.  L.  1849,  p.  279)  with  the  right  to  lay  pipes  in  the 
streets  of  Jersey  City,  he  enjoined  such  laying  of  pipes  by  defendants 
claiming  incorporation  under  the  general  gas  company  act  of  1876 
(C.  S.  3142)  w^hose  attempted  incorporation  he  adjudged  invalid. 
The  complainant  in  that  case  acquired  its  franchise  to  lay  and 
maintain  pipes  in  Jersey  City  directly  from  the  State;  so,  apparently, 
did  the  Public  Service  Gas  Compan}-,  which  as  we  are  given  to  under- 
stand is  the  same  corporation  chartered  as  the  'Oxv-Hvdrogen 
Company  of  the  United  States.'  P.  L.  1873,  p.  1442.  'By 'the  gas 
company  act  of  1876,  ubi  supra,  companies  organized  thereunder 
were  vested  with  the  right  to  lay  pipes,  etc.,  upon  obtaining  the 
written  consent  of  the  municipal  authorities  and  under  such  regu- 
lations as  they  may  prescribe.  This  Section  (17)  was  amended  to 
include  boroughs  in  1902.  P.  L.,  pp.  229,  231.  That  the  power  to 
grant  the  franchise  was  delegated  in  part,  does  not  affect  the  main 
proposition  that  it  is  a  franchise,  and  is  property. 

"The  decision  in  Jersey  City  v.  Dwight  was  overruled  so  far  as 
related  to  the  power  of  the  court  of  chancery  to  inquire  into  the 
legality  of  the  organization  of  a  de  facto  corporation.  National 
Docks  R.  R.  Co.  V.  Central  R.  R.  Co.,  32  Eq.,  755.  The  Vice- 
Chancellor  recognized  this  later  in  Elizabethtown  Gas  Light  Co.  v. 
Green,  46  N.  J.,  Eq.,  329.  But  the  status  of  a  gas  franchise  as 
property,  and  the  right  of  a  court  of  equity  to  enjoin  its  unlawful 
invasion  were  reaffirmed  in  an  opinion  by  Vice-Chancellor  Teaming 
in  Millville  Gas  Light  Co.  v.  Vineland  Light  &  Power  Co.,  72  Eq., 
305,  a  preliminary  injunction  being  denied  on  the  sole  ground 
that  the  case  was  not  sufficiently  clear.  In  Township  of  Landis  v. 
Millville  Gas  Light  Co.  72  Eq.  347,  he  awarded  a  preliminary  in- 
junction against  unwarranted  use  of  the  highways,  and  on  appeal 
this  court  referred  with  approval  to  his  opinions  in  both  cases.  73 
Eq.,  739,  740.  A  similar  ruling  was  made  by  Vice-Chancellor  Emery 
in  the  case  of  unlawful  usurpation  of  highwavs  by  a  water  companv. 
Franklin  To^vnship  v.  Nutley  Water  Co.,  53  Eq.,  601.  The  law 
courts  have  similarly  dealt  with  this  privilege  as  a  legal  franchise, 
depending  on  compliance  with  conditions  precedent.     In  People's 
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Gas  Light  Co.  v.  Jersey  City,  46  L.,  297,  the  Supreme  Court  on  the 
complaint  of  two  gas  companies  set  aside  on  certiorari  a  grant  of 
street  privileges  to  a  third  gas  company  for  irregular  procedure, 
saying  that  'beside  the  common  interest  which  every  citizen  has  in 
preserving  the  streets  for  public  travel,  these  two  corporations  have 
special  business  privileges  which  they  are  entitled  to  protect  against 
any  unlawful  rivalry.' 

380— Taxation. 

''The  status  of  such  local  franchises  as  property  is  emphasized  when 
we  consider  the  provisions  made  by  the  legislature  for  taxing  them, 
and  the  deliverances  of  our  courts  in  tax  cases.  The  broad  doctrine 
that  corporate  franchises  generally  are  property,  and  are  taxable  as 
such,  laid  down  in  the  leading  case  of  State  Board  of  Assessors  v. 
Central  R.  R.  Co.,  48  L.,  146,  has  stood  ununpaired  to  this  day,  and 
the  machinery  and  procedure  for  ascertaining  the  value  of  a  railroad 
franchise  for  purposes  of  taxation  are  familiar  to  all  who  have  read 
that  case  and  the  line  of  decisions  based  thereon.  In  that  case  the 
franchise  was  a  State  franchise,  as  perhaps  also  in  the  case  at  bar. 
In  the  cases,  however,  of  street  railways,  gas  and  electric  light 
companies,  water  companies  and  the  like,  the  franchises  partake  of 
a  local  as  well  as  of  a  State  character,  but  are  similarly  property, 
and  taxable  if  the  legislature  chose  to  tax  them.  Thus,  in  Passaic 
Water  Co.  v.  Paterson,  56  L.,  471,  it  was  held  by  the  Supreme  Court 
that  the  'corporate  franchise'  of  the  water  company  was  property, 
and  taxable,  the  inquiry  then  being  whether  the  language  of  the 
supplement  of  1866  to  the  general  tax  act  of  1846  contemplated  its 
taxation  locally,  and  it  was  held  that  it  did  not.  That  decision  was 
followed  by  this  court  in  North  Jersey  Street  Railway  Co.  v.  Jersev 
City,  74  L.,  761. 

"In  1900  the  taxing  authorities  of  Newark  undertook  to  tax  the 
franchise  of  a  street  railway  company  under  the  act  of  1866  by  calling 
it  an  easement,  and  their  action  was  sustained  by  the  Supreme 
Court.  Newark  v.  State  Board  of  Taxation,  66  L.,  466.  This 
court,  however,  reversed  that  decision,  and  held  that  the  right  to 
occupy  the  streets  was  to  be  classed  as  a  franchise  and  taxable  as 
such,  i.  e.,  by  the  State  Board  of  Assessors  and  not  locally,  S.  C.  67  L., 
246.  The  Brief  opinion  of  the  present  Chief  Justice,  speaking  for 
this  court,  illumines  the  point  now  under  consideration,  i.  e.,  whether 
franchise  has  substantial  value.     He  said: 

"  'That  there  is  an  inherent  value  in  the  property  of  the  North  Jersey 
Street  Railway  Company,  over  and  above  the  cost  of  reproducing 
its  rails,  stringers,  poles,  wires,  power  house,  etc.,  needs  no  demon- 
stration. That  value,  however,  springs  not  out  of  any  ownership  by 
the  company  of  an  interest  in  the  soil  of  the  highways  over  which 
its  road  passes,  but  out  of  its  ownership  of  the  franchise  to  maintain 
and  operate  its  road  over  those  highways,  and  to  collect  tolls  from 
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all  persons  traveling  upon  it.  This  franchise  is  property,  and  taxable 
as  such.  State  Board  of  Assessors  v.  Central  Railroad  Co.,  19 
Vroom,  146;  but,  under  present  legislation,  the  right  to  tax  it  has 
been  reserved  by  the  State  to  itself,  through  the  State  Board  of 
Assessors,  and  not  delegated  to  the  several  municipalities  through 
which  the  company's  road  passes.' 

•'These  decisions  were  based  on  the  tax  act  of  1846  and  the  supple- 
ment of  1866. 

"In  1900  the  legislature  passed  an  act  to  tax  the  property  and 
franchises  of  all  corporations  using  public  streets,  etc.,  except  those 
taxable  as  railroads.  This  statute  is  commonly  known  as  the 
'Voorhees  Act.'     P.  L.  1900,  p.  502;  C.  S.,  5298. 

"It  provides  a  general  scheme  for  the  local  taxation  of  tangible 
property,  and  a  fixed  franchise  tax  of  two  per  cent  of  the  gross 
receipts  to  be  divided  pro  rata  among  the  municipalities  in  which 
the  corporations  operate. 

"The  constitutionality  of  the  act  was  challenged  and  sustained  by 
the  Supreme  Court.  North  Jersey  Street  Railway  Co.  v.  Jersey 
City,  73  L.,  481.  The  judgment  was  affirmed  in  this  court.  74  L., 
761. 

"It  is  significant  that  by  Section  8  of  the  Act  of  1900  as  originally 
enacted,  it  was  not  to  apply  to  any  corporation  not  exercising  any 
municipal  franchise.  This  clause  led  to  litigation  by  corporations 
seeking  to  escape  taxation  under  the  act,  resulting  in  the  decision 
of  the  Supreme  Court  in  State  Board  v.  Plainfield  Water  Co., 
67  N.  J.  L.,  357,  where  that  court  defined  a  'municipal  franchise' 
as  one  granted  by  the  legislature  upon  condition  that  it  shall  not  be 
exercised  by  the  grantee  without  first  obtaining  the  consent  of  the 
municipality  within  those  limits  the  franchise  is  to  be  exercised. 
The  franchise  of  the  Water  Company  was  held  not  to  be  within  the 
definition.  But  in  Paterson  &  Passaic  Gas  Co.  v.  State  Board, 
69  N.  J.  L.,  116,  affirmed  70  L.  825,  the  occupancy  of  streets  by  the 
company  pursuant  to  municipal  permission  was  held  to  be  a  muni- 
cipal franchise  and  taxable  as  such.  True,  the  tax  on  franchise 
provided  by  the  act  of  1900  is  held  to  be  a  franchise  or  license  tax 
and  not  a  property  tax;  North  Jersey  Street  Railway  Co.  v.  Jersey 
City,  73  L.  481,  74  L.  761;  but  this  is  of  no  moment  in  the  present 
inquiry;  for  nowhere  in  the  line  of  decisions  is  it  intimated  that  the 
franchise  itself  is  not  property,  while  on  the  contrary  this  court  has 
flatly  held.  e.  g.,  in  Newark  v.  State  Board,  67  L.  246,  supra,  that  it 
is.  And  in  the  North  Jersey  case  just  cited  the  Supreme  Court 
cites  Metropolitan  Street  Railway  Co.  v.  New  York,  199  U.  S.  1, 
where  it  was  held  that  under  the  New  York  act  of  1899  the  franchise 
could  be  subjected  to  both  a  license  tax  and  a  property  tax. 

"It  should  be  unnecessary  to  remark  that  our  reports  would  not 
contain  this  long  line  of  decisions  in  earnestly  litigated  franchise  tax 
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cases,  were  it  not  a  fact  that  franchises,  general  or  local,  State  or 
municipal,  have  a  substantial  value  of  which  the  taxing  authorities 
are  prompt  to  take  advantage,  and  which  value,  in  tax  assessment 
controversies,  the  authorities  estimate  often  in  large  figures.  If 
other  evidence  of  substantial  value  were  needed,  it  may  be  found  in 
the  fact  that  as  to  municipal  franchises,  the  municipality  may  impose 
within  reason,  and  the  utility  must  comply  with,  conditions  involving 
considerable  expense,  J.  C.  &  H.  R.  R.  Co.  v.  J.  C.  &  B.  R.  R.  Co., 
21  Eq.  550.  A  familiar  example  is  the  requirement  that  a  street 
railway  company  shall  pave  between  its  tracks,  or  keep  the  street  in 
repair.  Trenton  v.  Trenton  Street  Railway  Co.,  72  L.  317;  Free- 
holders of  Hudson  V.  Jersey  City,  etc..  Railway  Co.,  85  L.  179. 
Indeed,  the  Voorhees  act  of  1900  expressly  recognized  the  lawfulness 
of  a  cash  rental  as  a  consideration  for  a  franchise  to  occupy  the 
streets,  and  applies  it  on  account  of  franchise  tax.  If  it  exceed  the 
franchise  tax,  the  excess  must  still  be  paid.  Sec.  7.  See  Eatontown 
V.  Monmouth  County  Electric  Co.,  78  L.  493." 

(Continued  in  the  next  issue  of  Rate  Research.) 


IDAHO 

241 — Investigations . 

Federal  Mining  &  Smelting  Co.  v.  Public  Utilities  Commission 
ET  AL.  Decision  of  the  Idaho  Supreme  Court,  Regarding  the  Right 
or  Duty  of  Commission  in  Requiring  Company  to  Produce  Books  and 
Records  for  Inspection.     October  17,  1914. 

The  plamtiff  filed  a  formal  complaint  with  the  Public  Utilities  Com- 
mission, alleging  that  the  rates  for  power  furnished  by  the  Washington 
Water  Power  Company  were  unreasonable.  During  the  preliminary 
investigation  the  complainant  asked  the  Commission  to  require  the 
water  power  company  to  produce  for  inspection  all  books  and  records, 
or  certified  copies  thereof,  within  the  State  of  Idaho,  for  examination 
by  the  attorneys  or  expert  accountants  of  the  plaintiff,  in  order  that 
the  complainant  might  secure  information  in  preparing  for  the  hearing 
before  the  Commission.  The  Commission  denied  the  request  and  the 
denial  is  brought  before  the  court  with  the  petition  that  the  Commission 
be  required  to  grant  the  motion  for  an  inspection  of  the  books  and 
records. 

"The  question  is  then  directly  presented:  What  was  the  purpose 
intended  to  be  served  by  the  provisions  to  the  said  sections  of  said 
act  [Sections  26  (d),  29,  54  and  55j,  with  reference  to  the  inspection 
of  the  books  and  records  of  public  utilities?  It  was  no  doubt  for 
the  purpose  of  enabling  the  Commission  to  ascertain  fully  at  any 
time  the  manner  in  which  any  public  utility  is  conducting  its  business 
and  whether  it  is  violating  the  law  or  acting  unjustly  toward  the 
public  in  the  matter  of  rates.     Those  .sections  were  not  intended  to 
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enable  those  who  complahi  against  public  utilities  to  go  on  'fishing 
expeditions'  through  all  the  correspondence,  papers  and  records  of  a 
utility  corporation  to  see  if  they  can  obtain  some  evidence  against 
the  legality  of  the  acts  of  such  corporation,  or  to  procure  informa- 
tion that  might  be  valuable  to  one  contemplating  the  purchase  or 
duplication  of  such  plant,  or  for  the  purpose  of  procuring  information 
that  one  was  not  entitled  to  without  the  consent  of  the  corpora- 
tion."    .     .     . 

The  decision  reviews  a  number  of  the  holdings  of  the  courts  in  similar 
cases,  as  to  the  justice  and  right  of  demanding  the  production  of  the 
books  and  records  for  the  inspection  of  the  Conmiission  or  complaining 
parties,  and  in  conclusion  the  court  reviews  its  findings  as  follows: 

"The  Commission  has  full  power  and  authority  to  compel  the 
production  of  all  material  evidence  on  the  trial  of  said  case,  and  on 
proper  application,  no  doubt  will  do  so;  but,  in  the  first  instance, 
it  is  for  the  Commission  to  determine  whether  the  documents  or 
evidence  demanded  is  material  and  necessary,  and  if  the  Commission 
concludes  that  it  is  not,  it  is  its  duty  to  decline  to  receive  immaterial 
evidence  and  to  decline  to  grant  any  application  of  the  parties  for 
an  inspection  of  the  records  and  files  of  a  public  corporation  which 
it  considers  is  not  material  to  any  of  the  issues  involved. 

''The  plaintiff  is  not  entitled  to  an  examination  of  the  records  and 
files  of  a  corporation  which  can  possibly  have  no  bearing  on  the 
issues  of  the  case,  and  to  compel  the  corporation  to  produce  the 
same  would  be  most  unreasonable;  and  the  Constitution  of  the 
United  States,  as  well  as  the  Constitution  of  the  State  of  Idaho, 
prohibits  unreasonable  searches  and  seizures.  Section  17,  Art.  1, 
State  Constitution;  Hale  v.  Henkel,  201  U.  S.,  43,  26  Sup.  Ct.,  370, 
50  L.  Ed.,  652;  Wilson  v.  United  States,  221  U.  S.,  361,  31  Sup.  Ct., 
538,  55  L.  Ed.,  771,  Ann.  Cas.  1912D.,  558.  In  general,  parties 
litigant  who  desire  to  inspect  the  books  and  records  of  opposing 
parties  must  make  some  showing  as  to  the  necessity  of  such  inspec- 
tion and  their  demands  must  specify  with  reasonable  exactness  the 
particular  books  and  papers  which  they  desire  to  examine.  If  it  is 
made  to  appear  that  an  examination  of  any  of  the  books,  records 
and  files  of  the  corporation  is  necessary  to  a  proper  determination 
of  the  issues  involved,  the  Commission  certainly  will  require  their 
production  on  its  own  motion,  or  on  the  application  of  the  plahitiff, 
before  or  during  the  hearing,  and  give  ample  opportunity  for  an 
inspection  thereof.  But  the  Commission  has  no  authority  under 
said  act  to  permit  a  party  litigant  to  examine  the  records  and  files 
of  a  utility  corporation  that  do  not  pertain  to  the  issues  made  by 
the  pleadings,  and  the  Commission  has  no  authority  under  said  act 
to  permit  a  party  to  examine  the  records  and  files  of  the  Washington 
Water  Power  Company,  in  a  case  pending  before  it,  which  are  not 
pertinent  or  material  to  the  issues  made  by  the  pleadings. 

"We  therefore  conclude  that  the  action  of  the  Commission  in  refus- 
ing to  grant  said  motion  must  be  affirmed." 
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COMMISSION  DECISIONS 

NEW  YORK 

132  — Protection  from  Competition. 

Petition  of  the  Trustees  of  the  Village  of  Bath,  For  a  Certificate  of 
Authority  to  Construct  and  Operate  an  Electric  Plant  for  Supplying 
Light  to  the  Public  and  for  Municipal  Purposes,  Decision  of  the 
New  York  Public  Service  Commission  (2D.),  Granting  the  Certifi- 
cate.    October  14,  1914. 

"The  questions  here  to  be  considered  arise  in  connection  with  an 
apphcation  made  on  behalf  of  the  trustees  of  the  Village  of  Bath 
for  leave  to  construct  and  maintain  a  system  for  furnishing  elec- 
tricity for  light,  heat  and  power  to  the  inhabitants  of  Bath.  The 
application  is  opposed  by  the  Bath  Electric  and  Gas  Light  Com- 
pany, which  for  a  number  of  years  has  been  operating  in  Bath  and 
supplying  electricity  to  the  Village  and  to  its  inhabitants.  Quite 
recently  the  Village  refused  to  renew  its  street  lighting  contract  with 
this  company,  and  has  already  practically  completed  the  erection 
of  a  plant  of  its  own.  It  has  a  perfect  right  to  do  this  without 
seeking  any  preliminary  approval  of  the  project  from  the  Public 
Service  Commission,  if  it  makes  no  other  use  of  the  new  plant  than 
to  light  the  Village  and  public  buildings,  or  perform  such  other 
electrical  services  as  the  municipality  requires.  But  before  a 
municipal  plant  may  engage  in  the  business  of  supplying  light,  heat 
or  power  to  commercial  or  private  consumers,  the  consent  of  the 
Public  Service  Commission  must  first  be  had.  This  provision  was 
obviously  inserted  in  the  Public  Service  Commission  Law  for  the 
protection  of  investments  already  made  in  good  faith  by  private 
capitalists.  This  Commission  must,  of  course,  carefully  scrutinize 
cases  like  the  present  one  in  the  light  of  that  intention  on  the  part 
of  the  framers  of  the  laws. 

"We  commence  the  consideration  of  the  present  case,  however,  with 
the  certainty  staring  us  in  the  face  that,  whether  we  grant  the  present 
application  or  not,  a  municipal  plant  is  to  be  established  in  Bath. 
Adverse  action  by  this  Commission  merely  means  that  the  business  of 
the  new  plant  will  have  to  be  limited  in  the  manner  I  have  mentioned; 
the  matter  has  already  gone  too  far  to  make  it  possible,  in  any  event, 
that  the  plant  will  not  be  established.  All  the  formalities  required 
by  law,  such  as  the  holding  of  a  special  election  and  favorable  action 
by  the  Board  of  Trustees  of  the  Village  of  Bath,  have  long  since  been 
complied  with.  The  work  of  constructing  the  plant  has  in  fact,  as  I 
have  said,  been  largely  completed.  Local  pubUc  sentiment  in  Bath 
seems  to  have  definitely  crystalized  in  favor  of  this  course  of  action, 
beyond  any  reasonable  expectation  of  a  subsequent  change  in  the 
attitude  of  the  people  of  the  locality." 
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132.2    Fair  Rates  and  Efficient  Service. 

"It  is  not  altop;ether  surprisinp;  that  this  condition  of  affairs  should 
have  developed.  The  existing  company  has  apparently  never  been 
able  to  give  the  people  of  Bath  a  service  which  was  in  the  least 
degree  satisfactory  to  them.  It  certainly  is  not  doing  so  now.  Its 
career  in  Bath  has  been  one  of  almost  uninterrupted  controversy 
with  its  customers  over  the  quality  of  the  service  it  supplied  and 
over  its  cost.  This  condition  of  affairs  has  more  than  once  been 
brought  to  the  attention  of  the  Public  Service  Commission.  In  1907 
this  Commission  granted  leave  to  a  company  called  the  Citizens 
Electric  Service  Company  of  Bath  to  construct  a  plant  and  to  exercise 
certain  franchises  which  had  previously  been  given  by  the  Village. 
For  some  reason  that  company  never  availed  itself  of  the  opportunity 
thus  acquired;  but  what  Mr.  Stevens,  who  was  then  Chairman  of 
the  Commission,  stated  in  an  opinion  which  he  wrote  in  connection 
with  the  Citizens  Company's  application,  is  on  that  account  none 
the  less  germane  to  the  present  controversy.  In  his  opinion  the 
Chairman  laid  stress  upon  the  utterly  unsatisfactory  service  which 
the  company  was  then  supplying,  and  based  his  decision  to  permit 
the  competing  concern  to  enter  the  field  upon  this  bad  service.  That 
was  seven  years  ago,  and  although  there  have  been  changes  in  man- 
agement since  then,  there  has  apparently  been  no  change  whatever 
in  the  quality  of  the  service  which  the  Bath  Electric  and  Gas  Light 
Company  is  in  a  position  to  supply  its  patrons.  It  is  still  operated 
by  non-resident  owners,  whose  headquarters  are  in  Philadelphia,  Pa., 
and  who  but  rarely  visit  Bath  in  person.  Its  plant  is  still  inadequate 
and  antiquated.  Its  relations  with  the  inhabitants  of  Bath  are  now 
so  strained  that  there  does  not  seem  to  be  the  slightest  chance  that 
the  Village  will  ever  again  be  willing  to  enter  into  a  street  lighting 
contract  with  the  company.  Whatever  slight  hopes  of  this  may  have 
been  entertained  must  have  ended  with  the  actual  construction  by 
the  Village  of  a  plant  of  its  own. 

''Bath  does  not  afford  a  large  enough  field  for  more  than  one  electric 
plant  to  be  operated  at  a  profit.  To  succeed  financially,  such  a 
plant  must  not  only  develop  the  business  of  private  consumers  to 
the  fullest  possible  extent,  but  it  must  have  the  contract  to  light 
the  village  streets  as  well.  Without  this  street  lighting  contract, 
the  existing  company  cannot  hope  to  achieve  any  sort  of  financial 
prosperit}-.  It  may  struggle  along  briefly,  but  without  profit  either 
to  itself  or  to  the  people  of  Bath.  It  will  scarcely  be  able,  in  our 
opinion,  to  give  the  sort  of  electric  service  which  under  modern  con- 
ditions the  people  of  a  village  like  Bath  have  a  right  to  expect. 

"Under  these  circumstances  we  do  not  think  that  the  new  municipal 
venture,  also,  should  be  condemned  in  advance  to  a  career  of 
financial  failure,  as  it  certainly  would  be  if  we  were  to  cut  it  off 
from  the  opportunity  of  supplementing  its  municipal  business  with 
such  business  as  it  may  be  able  to  get  from  private  consumers.  No 
matter  whether  the  inhabitants  of  Bath,  in  deciding  to  maintain  a 
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municipal  plant  of  their  own,  have  acted  wisely  or  foolishly,  the  step 
has  been  taken.  The  business  of  the  municipality  is  already  assured 
to  the  new  concern,  and  as  matters  now  stand  the  only  hope  that 
individual  consumers  of  electricity  in  Bath  have  of  enjoying  good 
electric  service  in  the  near  future  seems  to  lie  in  the  same  direction. 
The  hope  may  not  be  realized,  but  favorable  action  on  the  present 
application  will  at  least  make  it  possible,  under  good  management, 
for  the  new  plant  to  justify  its  existence  and  prove  itself  a  blessing 
to  the  neighborhood,  while  to  deny  this  application  would  be  to 
foredoom  both  plants  to  financial  failure. 


li 


We  have  no  hesitation  in  expressing  a  considerable  amount  of 
sympathy  for  the  present  company,  which  is  perhaps  suffering  from 
conditions  for  which  the  existing  management  is  not  responsil^le, 
but  which,  nevertheless,  are  now  entirely  beyond  its  power  to  control. 
We  will  even  go  so  far  as  to  express  the  thought  that,  if  the  Village 
of  Bath  can  possibly  see  its  way  clear  so  to  do,  it  would  be  but  fair 
and  generous  on  its  part  to  buy  out  the  present  company,  if  proper 
terms  can  l)e  agreed  upon.  Naturally,  however,  we  make  no  condi- 
tion of  this  sort  in  granting  the  present  application.  It  is  not  within 
our  power  so  to  do." 


REFERENCES 

MUNICIPALITIES 


830— Public  Ownership. 

What's  Wrong  with  Munipical  Ownership?  By  Charles  A, 
Warner.  Paper  Presented  at  the  Third  Annual  Conference  of  the 
League  of  Northwest  Municipalities,  Seattle,  November  12,  1914.  3 
pages.  Journal  of  Electricity,  Power  and  Gas,  December  5,  1914,  p. 
504. 

The  weak  points  in  municipal  ownership  are  pointed  out  and  certain  remedies  are 
suggested.  One  trouble  with  mimicipal  operation  is  that  the  municipal  utilities 
are  not  placed  upon  the  same  basis  as  privately  operated  utilities.  In  some  cases 
private  utility  corporations  are  regulated  very  severely,  at  the  same  time  com- 
peting with  municipal  utilities  which  are  rim  without  regulation.  The  special 
advantages  enjoyed  by  the  municipal  utilities  have  been  the  direct  cause  of  mis- 
management, graft,  extravagance  and  exploitation  of  the  utility  for  private 
benefit.  It  is  urged  that  such  utilities  be  given  the  same  degree  of  regulation  and  be 
required  to  furnish  adequate  service  and  to  extend  the  same  courteous  treatment 
to  their  customers  that  is  required  of  the  modern  private  company.  The  Writer 
states  that  he  has  been  an  enthusiastic  supporter  of  municipal  owiiership,  but  he 
believes  that  for  the  present  the  public  will  be  best  served,  the  greatest  develop- 
ment of  our  resources  achieved  and  the  "greatest  good  to  the  greatest  number" 
realized,  by  public  ownership  of  public  resources  and  private  development  of 
those  resources  under  public  regulation,  on  terms  that  will  protect  the  public  and 
encourage  private  enterprise. 
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GENERAL 


782.2— Voltage  Regulation. 

Voltage  Regulation.  By  A.  M.  Brandt.  Read  before  the  Pacific 
Gas  &  Electric  Company  Section  of  the  N.  E.  L.  A.,  October  2,  1914. 

A  number  of  charts  and  curves  are  given,  showing  that  large  and  important 
changes  in  candle  power,  wattage,  lamp  and  energy  costs,  cjuality  of  lights,  etc., 
take  place  with  small  variations  in  voltage.  The  problems  to  be  met  in  main- 
taining a  imiform  voltage  are  discussed  and  some  of  the  means  employed  at  the 
present  time  in  maintaining  the  necessary  regulation  are  outlined. 


COURT  DECISION  REFERENCES. 


112 — Franchise. 

Ashland  Electric  Power  &  Light  Co.  v.  City  of  Ashland,  et  al. 
Decision  of  the  District  Court,  D.  Oregon,  October  5,  1914. 

The  City  of  Ashland  by  ordinance  granted  the  electric  company  the  right  to  use 
its  streets  and  public  groimds  for  the  purpose  of  estaljlishing  and  operating  a 
system  of  electric  lighting.  Subsecjuently,  the  city  sought  to  repeal  in  toto  the 
ordinance  and  to  require  the  light  company  to  remove  its  system  from  the  streets 
and  highways  of  the  city.  The  light  company  has  instituted  a  suit  to  restrain 
the  city  from  interfering  with  its  rights  and  privileges,  alleging  that  the  city  is 
seeking  to  deprive  the  plaintiff  of  its  property  without  due  process  of  law. 

"If  the  plaintiff  has  acquired  the  right  and  privilege  of  constructing  and  main- 
taining an  electric  lighting  system  within  the.  city  by  irrevocable  grant  or 
contract,  any  attempt  on  the  part  of  the  city  to  summarily  oust  the  plaintiff 
would  be  tantamount  to  depriving  it  of  its  property  without  due  process  of 
law,  contrary  to  Section  1,  Art.  14  of  the  Federal  Constitution,  and  hence 
a  Federal  c|uestion  would  be  involved.  Boise  Water  Co.  v.  Boise  City,  230 
U.  S.  84,  33  Sup.  Ct.,  997,  57  L.  Ed.,  1400. 

"The  chief  controversy  is  whether  it  was  competent  for  the  citj'  council  of 
the  City  of  Ashland  to  confer  a  perpetual  right  or  authority  upon  the  plaintiff 
to  construct  and  maintain  an  electric  lighting  system  within  the  cit.y.  It  has 
been  definitely  settled  by  authority  of  the  Supreme  Court  that  a  "'grant  by 
ordinance  to  an  incorporated  telephone  company,  its  successors  and  assigns, 
of  the  right  to  occupy  the  streets  and  alleys  of  a  city  with  its  poles  and  wires 
for  the  necessary  conduct  of  a  public  telephone  liusiness,  is  a  grant  of  a  property 
right  in  perpetuity,  imless  limited  in  duration  by  the  grant  itself  or  as  a  con- 
sequence of  some  limitation  imposed  by  the  general  law  of  the  state  or  by  the 
corporate  powers  of  the  city  making  the  grant.  Owensboro  v.  Cumberland 
Telephone  Co.,  230  U.  S.  58,  65,  33  Sup.  Ct.  98S,  990  (57  L.  Ed.  1389);  Boise 
Water  Co.  v.  Boise  City,  230  U.  S.  84,  33  Sup.  Ct.  997,  57  L.  Ed.  1400;  Detroit 
V.  Detroit  Citizens'  Street  Ry.  Co.,  184  U.  S.  368,  22  Sup.  Ct.  410,  46  L.  Ed. 
592;  Louisville  v.  Cvmiberland  Telephone  Co.,  224  U.  S.  649,  32  Sup.  Ct.  741, 
56  L.   Ed.    1151.' 
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"The  grant  is  one  to  exercise  the  right  generally,  without  any  limitation  as 
to  the  time  of  its  rimning.  There  is  no  limitation  set  upon  such  a  grant  by 
general  law,  so  far  as  I  have  been  advised;  nor  is  there  to  be  foiuid  in  the  cor- 
porate powers  of  the  city  existing  at  the  time  of  the  grant  any  such  restriction. 
So  it  would  seem,  in  view  of  these  authorities,  that  the  grant  was  one  in  per- 
petuity." 

244 — Rehearing  and  Appeal. 

St.  Louis,  I.  M.  &  S.  Ry.  Co.,  et  .\l.  v.  United'^States  (Interst.\te 
Commerce  Commission,  Intervener).  Decision  of  the  District  Court, 
E.  D.  Illinois,  September  10,  1914. 

Upon  an  appeal  from  a  decision  of  the  Interstate  Commerce  Commission  the 
court  made  the  following  holdings  in  regard  to  the  right  of  the  court  to  review 
an  order  of  the  Commission. 

"Beginning  with  the  Abilene  Case,  and  down  through  the  Pitcaini,  Robinson, 
Mitchell  Coal  (t  Coke,  International  Coal,  and  many  other  cases,  the  general 
principle  has  been  thoroughly  settled  that  the  courts  of  the  I'nited  States 
camiot  act  in  these  interstate  commerce  cases  as  they  can  in  ordinary  appeals 
in  equity,  where  the  court  may  examine  the  evidence  and  substitute  its  find- 
ings of  facts  for  that  of  the  original  tribunal.  Questions  of  policy  and  expe- 
diency camiot  be  considered.  In  short,  nothing  can  be  reviewed  except  ques- 
tions of  law.  But  in  interstate  commerce  cases,  as  in  all  other  cases,  it  is 
always  a  question  of  law  whether  there  is  evidence  on  which  the  finding  can 
legally  be   based." 

781 — Adequacy. 

Ches.\peake  &  O.  Ry.  Co.  v.  Public  Service  Commission.  Decision 
of  West  Virginia  Supreme  Court  of  Appeals,  October  13,  1914. 

Upon  an  inquiry  as  to  the  reasonableness  of  an  order  entered  by  the  Public  Service 
Commission  requiring  installation  and  operation  of  the  passenger  service  on  a 
branch  line,  the  court  defines  adequacy  of  Service  as  follows: 

"To  be  adequate,  the  service  and  facilities  must  be  commensurate  with  the 
duties  to  be  performed,  the  extent  of  the  demand  for  transportation,  the  cost 
and  returns  of  the  additional  service,  when  properly  ascertained,  and  consonant 
with  the  various  other  circumstances  and  conditions  under  which  performance 
is  required.     .     .     . 

"But  the  main  ground  of  complaint  urged  bj'  the  company  relates  to  the 
expense  incident  to  compliance  with  the  order,  and  the  probable  inadequacy 
of  returns  from  the  service  required.  Conceding  the  probable  results  to  be 
as  the  railroad  contends,  can  the  company,  for  that  reason  alone,  be  exon- 
erated from  performance  of  the  duties  assumed  by  it,  or  which  the  law  demands 
it  to  perform?  The  decisions  uniformlj-  return  a  negative  answer.  Railroad 
Co.  V.  Commission,  1.30  La.,  1012,  58  South.,  862;  State  v.  Railwav,  239  Mo., 
196,  143  S.  \V.,  785;  Railroad  Co.  v.  Commission.  152  Wis.,  654,  140  X.  W.,  296; 
Railroad  Co.  v.  Commission,  54  Colo.,  64,  129  Pac,  506;  Nelson  v.  Railroad 
Co.,  8  Wis.  Ry.  Com.,  685.     .     .     . 

"But,  to  render  invalid  or  imreasonable  a  statute,  or  an  order  of  a  commission, 
requiring  adequate  passenger  service  on  any  line,  it  must  appear  that  the 
revenues  of  the  entire  system,  or,  according  to  some  authorities,  from  that 
part  of  it  which  lies  within  the  state,  are  not  sufficient  to  neet  the  additional 
expenses  necessarv  therefor,  with  a  fair  margin  of  profit.  Railroad  Co.  v. 
Commission,  130  La.,  1012,  58  South.,  862;  State  v.  Railwav,  239  :\Io.,  196, 
143  S.  W.,  785;  Railroad  Co.  v.  Commission,  152  Wis.,  654,  140  X.  W.,  296; 
Nelson  v.  Railroad  Co.,  8  Wis.  Ry.  Com.,  685.  " 
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RATES 
INDIANAPOLIS,  INDIANA. 

720— Rate  Schedules. 

An  error  occurred  in  last  week's  issue  (6  Rate  Research  19.5)  in  the 
statement  of  rates  of  the  Merchants  Heat  and  Light  Company  filed 
with  the  Indiana  Public  Service  Commission. 

Under  the  Wholesale  Electric  Energy  Schedule,  the  Demand  Charge 
was  stated  as  $1.25  per  "kilowatt-hour"  instead  of  per  "kilowatt"  per 
month.     The  rate  should  read  as  follows: 

WHOLESALE  ELECTRIC  ENERGY  SCHEDULE 

Rate. 

Demand  Charge. 

$1.25  per  kilowatt  per  month,  plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  metered  on  the  primary  side  of  the  transformer. 


COURT  DECISIONS 

NEW  JERSEY. 

300 — Investment  and  Return. 

Public  Service  Gas  Company  vs.  Board  of  Public  Utility  Commis- 
sioners, ET  AL.  Decision  of  the  New  Jersey  Court  of  Errors  and 
Appeals,  December  9,  1914.     (Begun  in  6  Rate  Research  180). 

315.4 — Franchise  Value. 

"The  respondents,  then,  must  take  and  sustain  this  position:  That 
although  by  numerous  decisions,  of  the  Supreme  Court,  Court  of 
Chancery,  and  of  this  Court,  it  has  been  repeatedly  declared  that 
the  privilege  given  to  public  utility  corporations,  either  directly  by 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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the  State,  or  partially  by  the  State  and  partly  by  the  municipality 
as  a  State  agency,  and  whether  exclusive  or  not,  is  a  franchise,  and 
as  a  franchise  is  property,  to  which  the  utility  in  a  proper  case  may 
assert  its  special  right  as  against  an  usurp?r,  and  as  property  is 
subject  to  taxation,  at  the  will  of  the  legislature,  upon  a  substantial 
valuation  fixed  by  the  taxing  authorities;  and  though  its  bestowal 
may  be,  and  in  most  cases  is,  conditioned  upon  a  substantial  valuable 
consideration  in  money  or  contract  obligation,  yet  when  in  the 
exercise  of  its  rate  regulating  power  the  legislature  deputes  an  agency 
to  determine  a  ^'aluation  as  a  basis  for  the  rate,  such  agency  may 
disregard  the  unciuestionable  value  that  is  attached  to  the  franchise 
for  the  purpose  of  yielding  an  income  to  the  State  or  its  subdivisions, 
and  declare  that  such  franchise  has  only  nominal  value  for  the  purpose 
of  yielding  income  to  the  utility.  We  cannot  agree  to  such  a  proposi- 
tion. We  are  aware  that  some  courts  have  held  that  a  valuation 
for  taxation  is  not  necessarily  identical  with  valuation  for  rate 
regulation.  This  may  be  so  in  a  measure.  Indeed  it  is  readily 
conceivable  that  if  the  franchise  were  exempt,  as  it  was  claimed 
to  be  imder  the  act  of  1903  (North  Jersey  Railway  Co.  v.  Jersey 
City,  supra),  the  rate  valuation  might  exceed  the  tax  valuation 
by  the  value  of  the  franchise.  But  normally,  when  all  the  corporate 
property  is  subject  to  taxation  and  also  valued  for  rate  regulation, 
it  would  seem  reasonable  to  say  that  the  owner  of  the  property  is 
entitled  to  a  fair  income  on  property  for  which  it  is  taxed.  The 
fact  that  the  State,  or  the  municipality  or  both,  have  seen  fit  to 
confer  a  franchise  in  many  cases  as  a  gift  (so-called),  or  for  a  con- 
sideration deemed  inadequate  in  view  of  the  advantages  conferred, 
does  not,  as  it  seems  to  us,  create  any  implication  in  the  grant  that 
the  value  of  the  franchise  should  be  disregarded  in  fixing  a  reasonable 
rate.  Counsel  for  the  company  argue  that  the  case  of  Willcox  v. 
Consolidated  Gas  Co.,  212  U.  S.,  19,  is  controlling  on  this  point. 
Per  contra  it  is  argued  that  that  decision  does  not  touch  the  question 
at  issue  in  that  it  expressly  limits  the  ruling  to  cases  arising  on  similar 
facts.  But  a  reading  of  the  entire  opinion  will  demonstrate,  we 
think,  that  it  is  fundamentally  grounded  on  the  propositions  that 
franchises  are  an  essential  element  of  the  property  valuation,  that 
they  have  a  substantial  value,  and  that  they  should  i)e  regarded  in 
fixing  a  rate.  Indeed,  the  court  went  so  far  as  to  put  its  imprimatur 
on  a  franchise  value  corresponding  to  an  increase  in  the  par  value 
of  the  stock  at  the  time  of  the  consolidation;  and  this  was  the  feature 
especially  limited  to  the  case  under  consideration.  In  Smyth  v. 
Ames,  169  U.  S.,  466,  544-547,  the  same  court  discountenanced 
excessive  valuation  or  fictitious  capitalization  as  a  basis  of  rates, 
but  said  that  (among  other  things)  the  amount  and  market  value 
of  the  bonds  and  stock  were  matters  for  consideration  and  were  to 
l)e  given  such  weight  as  might  be  just  and  right  in  each  case.  This 
corresponds  rather  closely  with  the  method  adopted  by  the  State 
Board  of  Assessors  in  the  case  of  Central  R.  R.  Co.  v.  State  Board, 
20  Vroom.  1,  7. 
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840— Public  Operation. 

''Recurring  to  the  arg;ument  that  these  special  or  municipal  franchises 
are  given  to  the  utility,  or  contributed  by  the  public,  and  therefore 
should  not  be  estimated  in  fixing  a  rate,  we  repeat  that  the  minor 
premise  is  an  unwarranted  assumption  of  fact.  A  municipality 
desires  street  car  or  gas  service.  It  can,  if  so  authorized  by  the 
legislature,  build  and  operate  its  own  plant  and  equipment.  Perhaps 
the  cost  of  installation  is  too  great,  so  that  there  would  be  no  sale 
for  the  bonds,  or  the  citizens  are  unwilling  to  shoulder  the  interest 
charge;  perhaps,  also,  the  usual  extravagance  in  operation  due  to 
public  ownership  is  a  deterrent.  It  is  common  knowledge  that  in 
this  country  a  public  utility  is  usually  operated  by  the  public  at  a 
loss  or  an  inadeqaute  return.  The  economic  advantage  of  private 
ownership  is  generally  recognized.  In  this  situation,  a  company  is 
organized  and  asks  for  a  franchise.  The  risk  is  all  that  of  the  organ- 
izers; nothing  is  risked  by  the  municipality.  If  it  fails,  they  lose 
their  money.  It  must  operate,  however,  so  long  as  it  does  operate, 
at  a  reasonable  rate,  based  on  a  theoretically  economical  plant  and 
operating  expense.  It  cannot  charge  the  pubhc  more  than  the 
service  is  worth,  just  because  otherwise  it  will  not  meet  its  operating 
expenses  and  fixed  charges.  It  must  pay  its  taxes,  whether  it  earns 
them  or  not.  In  short,  all  such  franchises  are  based  on  a  considera- 
tion, viz.,  the  risk  and  obligation  undertaken  by  their  grantees;  and 
it  will  not  do  to  say  that  the  franchise  is  a  public  contribution  exclu- 
sively. 

831— Purchase  by  Municipality. 

"If  the  plant  and  franchise  be  taken  over  by  the  public,  the  franchise 
must  be  paid  for  like  anv  other  property.  Monongahela  Nav.  Co. 
V.  U.  S.,  148  U.  S.,  312;  Brunswick  &  Topsham  Water  Dist.  v. 
Maine  Water  Co.,  99  Me.,  371,  59  Atl.,  537.  In  the  latter  case  the 
legislature  expressly  recognized  that  it  should  be  paid  for,  but  the 
court  did  not  rest  on  that;  on  the  contrary  it  said  that  even  in  cases 
where  by  statute,  franchises  were  not  to  be  included  in  the  valuation, 
the  court  conceived  that  it  must  have  been  implied  that  the  property 
was  to  be  valued  as  rightfully  where  it  was,  and  rightfully  to  be 
used;  adding  that  the  right  to  use,  and  charge  reasonable  tolls,  were 
the  franchises,  at  any  rate  the  most  important  ones.  Our  own  legis- 
lature has  in  like  manner  enacted  that  certain  cities  may  acquire 
existing  waterworks  from  their  owners  by  purchase  or  condemnation ; 
and  in  such  case  the  property  acquired  includes  the  franchises  the 
value  of  which  is  to  be  a  part  of  the  award.  P.  L.  1906,  p.  664;  C.  S. 
850,  852,  especially  Section  7,  pi.  960.  Other  such  acts  no  doubt 
are  on  the  statute  book.  And  such  franchises  are  in  no  sense  ex- 
clusive; for  by  the  very  act  cited  cities  affected  thereby  may  ignore 
an  existing  plant  and  build  their  own  waterworks,  subject  only,  by 
other  legislation,  to  the  approval  of  the  State  Water  Supply  Com- 
mission. This  was  exactly  what  was  attempted  in  Collingswood  v. 
State  Commission,  84  L.  104,  85  L.,  673,  and  denied  on  the  ground, 
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not  that  the  existmo;  franchise  was  exclusive,  for  it  was  not,  but 
because  the  Commission  in  the  exercise  of  power  conferred  on  it, 
decided  that  such  new  plant  was  not  needed. 

"If,  as  we  think  is  the  law,  substantial  allowance  should  be  made 
for  the  franchise  of  a  gas  plant  if  taken  for  public  use,  and  the  value 
of  such  franchise  paid  in  money  to  the  owners  thereof,  we  fail  to  see 
why,  so  long  as  the  plant  and  franchise  possessing  that  value  for 
sale  or  condemnation  are  held  and  operated  by  the  owners,  the  latter 
should  not  be  entitled  to  a  reasonable  income  on  all  elements  of  their 
property  including  the  franchise,  in  the  absence  of  any  charter 
reservation  or  contract  to  the  contrary.  As  was  said  by  the  Supreme 
Court  of  Maine  in  the  Brunswick  case,  ubi  supra,  'we  apprehend 
that  some  difficulty  in  discussion  has  arisen  from  attempting  to 
differentiate  in  logic  what  is  inseparable  in  fact.  The  property 
taken  is  a  single  thing,  to  which  belong  certain  characteristics  which 
affect  its  value.' 

315.4 — Franchise  Value. 

"We  do  not  wish  to  be  understood  as  laying  down  the  doctrine 
that  the  value  of  the  franchise  is  to  be  measured  necessarily  by  the 
total  market  value  of  outstanding  capital  stock  and  indebtedness, 
less  physical  valuation  and  development  cost,  because  this  would 
take  no  account  of  inflation  of  stock  value;  but  if  such  market  value 
added  to  indebtedness  show  an  excess,  such  excess  is  at  least  evi- 
dential that  where  there  are  special  franchises,  such  franchises  have 
some  substantial  value  in  excess  of  the  mere  outlays  for  legal  adver- 
tising and  other  legitimate  expenses  in  obtaining  them.  This 
element  was,  apparently,  expressly  excluded  both  by  the  Commission 
and  by  the  Supreme  Court.  This  exclusion,  in  our  opinion,  was 
error.  We  think  there  was  evidence  before  the  Commission  to 
indicate  that  from  this  standpoint  the  franchises  had  a  substantial 
value  which  the  Commission  refused  to  give  to  them,  and  as  the 
ninety-cent  rate  fixed  by  the  Commission  was  based  on  the  theory 
of  providing  a  net  income  of  eight  per  cent  on  the  total  value  of  the 
property  of  the  company,  the  finding  of  fact  that  such  rate  was  just 
and  reasonable  was  in  direct  violation  of  the  fundamental  theory  on 
which  the  Commission  undertook  to  fix  the  rate,  and  is  presumably 
not  justified  by  it.  On  the  appeal  of  the  Gas  Company,  therefore, 
the  judgment  of  the  Supreme  Court  will  be  reversed  and  the  order 
fixing  the  ninety-cent  rate  will  be  set  aside." 

340 — Rate  of  Return. 

Confirming  the  opinion  of  the  Board  and  the  lower  court  as  to  the  rate 
of  return  the  court  says : 

"With  respect  to  the  eight  per  cent  rate,  it  is  proper  to  say  that  the 
attack  thereon  made  in  the  Supreme  Court  appears  to  have  been 
rather  formal  than  substantial — at  least  it  was  so  regarded  by  the 
court — and  no  very  special  stress  was  laid  upon  it  here.  At  the 
same  time  we  have  given  it  due  consideration,  and  it  is  sufficient  to 
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say  that  upon  an  examination  of  the  case  we  conchide  that  there 
was  sufficient  to  support  the  findinj>;  below  that  eight  per  cent  upon 
the  true  value  of  the  properties  is  a  fair  and  lawful  rate  of  income  to 
be  taken  into  consideration  with  the  expenses  and  other  outgo  in 
determining  what  price  should  be  charged  to  the  consumers  for  gas." 


COMMISSION  DECISIONS 

PENNSYLVANIA 

132.2— Fair  Rates  and  Efficient  Service. 

Borough  of  Lewistown  v.  Penn  Central  Light  &  Power  Com- 
pany, Alleging  that  the  Company's  Rates  for  Electric  Service  Were 
Unreasonable  and  Discriminatory.  Decision  of  the  Pennsylvania 
PuRLic  Service  Commission,  Dismissing  the  Complaint,  November  6, 
1914. 

The  complainant  alleges  that  the  rate  for  electric  service  in  the  Borough 
of  Lewistown  is  discriminatory  and  excessive.  The  company  charges 
12  cents  in  Lewistown  and  3  cents  for  similar  service  in  Huntingdon. 

The  company  in  serving  Huntingdon,  is  in  competition  with  another 
company  and  has  been  losing  customers  even  at  the  low  rate  of  3  cents. 

The  Board  says: 

"From  the  evidence  produced  at  the  hearing  it  seems  plain  that  when 
considering  Lewistown  alone,  without  reference  to  Huntingdon,  the 
rates  do  not  appear  to  be  excessive  nor  do  they  appear  to  be  in  excess 
of  what  would  be  considered  a  legitimate  income  for  the  amount  of 
capital  invested  in  that  borough.  The  Commission  does  not  con- 
sider it  fair  to  order  the  reduction  of  a  rate,  which  by  the  evidence  is 
shown  to  be  fair  and  reasonable,  on  account  of  the  fact  that  in  another 
community  the  company  is  furnishing  current  at  a  price  below  the 
cost  thereof. 

"The  evidence  also  shows  that  if  the  respondent  should  increase  their 
rates  in  the  borough  of  Huntingdon  they  would  undoubtedly  have  a 
decrease  in  the  number  of  customers,  as  well  as  in  their  revenue,  as 
they  are  now  unable  to  retain  many  of  their  customers  who  have 
changed  and  are  now  connected  with  another  electric  company. 

"While  the  evidence  seems  to  be  conclusive  that  the  patrons  of  the 
Company  in  Huntingdon  are  paying  less  than  what  could  be  con- 
sidered a  reasonably  fair  rate,  on  the  other  hand,  if  the  respondent 
should  increase  their  rates  and  lose  their  present  revenue,  their  plant 
would  be  useless  and  be  almost  a  total  loss  to  the  stockholders  of 
their  company.  The  present  rates  of  the  Company  in  Huntingdon 
were  made  for  the  purpose  of  meeting  competition,  otherwise  the 
Company  would  lose  its  customers,  and  the  large  investment  in  that 
borough  would  be  a  loss  to  the  stockholders." 
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"It  appears,  therefore,  that  the  rates  of  respondent  in  the  borough  of 
Lewistown  are  just  and  reasonable,  and  it  is  hereby  directed  by  the 
Commission  that  an  order  be  entered  dismissing  the  complaint 
in  this  case." 

NEW  HAMPSHIRE 


126.1 — Improvement  of  Service. 

Rockingham  County  Light  &  Power  Co.  v.  Clara  B.  French  et  al. 
Relocation  of  an  Electric  Line.  Decision  of  the  New  Hampshire 
Public  Service  Commission,  Holding  that  Relocation  is  Necessary  and 
Fixing  the  Compensation  for  Rights  Over  Respondents'  Properties. 
November  25,  1914. 

The  applicant  is  an  electric  utility,  with  a  power  plant  located  in 
Portsmouth,  from  which  it  transmits  electric  energy  into  the  principal 
towns  in  Rockmgham  County.  The  petitioner  found  it  necessary,  in 
order  to  meet  the  reasonable  requirements  of  service  to  the  public, 
to  construct,  straighten  and  relocate  certain  sections  of  one  of  the 
transmission  lines  of  the  petitioner.  The  petitioner  could  not  agree 
with  the  respondents  as  to  the  necessity  for  the  requisite  rights,  nor  as 
to  the  compensation  to  be  paid  therefor.  The  Commission  was  asked 
to  determine  that  such  rights  are  reasonably  necessar\'  and  to  fix  the 
compensation  to  be  paid.     The  Commission  says: 

"The  existing  transmission  line  is  crooked,  expensive  to  maintain 
and  liable  to  frequent  breaks.  Upon  all  the  evidence  we  find  that 
it  is  necessary  in  order  to  meet  the  reasonable  requirements  of  service 
to  the  public,  to  locate  and  straighten  the  same  and  to  construct 
the  proposed  line,  and  for  said  purpose  to  take  the  rights  and  ease- 
ments described  in  the  petition." 

An  order  was  entered  specifically  setting  forth  and  describing  the 
rights  and  easements  thus  found  to  be  necessary,  in  order  to  establish 
the  new  right  of  way,  and  fixing  the  compensation  to  be  paid  the 
respondents  granting  the  necessary  rights. 


DISTRICT  OF  COLUMBIA 


226.2 — Extension  of  Mains. 

Regulation  for  Extension  of  Gas  Mains  and  Gas  Service.  Decision 
of  the  District  of  Columbia  Public  Utilities  Commission,  October 
28,  1914. 

The  Commission  has  prescribed  the  following  regulation  in  regard  to 
the  extension  of  the  service  of  gas  companies : 
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"Upon  application  to  serve  premises  with  gas,  the  gas  light  company 
shall  extend  its  main,  without  cost  to  the  applicants,  a  distance  of  125 
feet  in  length  per  house  to  be  connected  with  the  extension  provided 
that  this  length  of  extension  is  sufficient  to  reach  the  premises.  In 
cases  in  which  this  length  of  extension  is  not  sufficient  to  reach  the 
premises,  the  gas  light  company  shall  make  the  entire  extension 
provided  that  the  applicants  deposit  with  the  gas  light  company 
75  cents  per  lineal  foot  of  further  extension  necessary,  the  applicants 
to  receive  no  interest  on  the  deposit,  and  the  deposit  to  be  returned 
by  the  gas  light  company  to  the  depositors  at  the  rate  of  $93.75 
(the  amount  of  deposit  to  cover  125  feet  in  length  of  the  extension), 
for  each  additional  house  served  from  the  extension,  until  the  entire 
amount  of  the  deposit  is  returned. 

"These  regulations  shall  not  be  construed  as  requiring  a  gas  light 
company  to  extend  its  mains  in  streets  that  are  not  at  or  near 
established  grade,  nor  as  prohibiting  a  gas  light  company  from 
making  extensions  of  mains  of  greater  length  than  required  herein. 

"Upon  application  for  connection  between  a  gas  main  and  a  house, 
the  entire  installation  of  the  gas  service  pipe  from  the  main  to  the 
meter  shall  be  made  by  the  gas  light  company,  and  half  the  cost 
thereof  shall  be  borne  by  the  gas  light  company  and  half  by  the 
applicant. 

"The  gas  light  companies  shall  hereafter  maintain  and  bear  the 
expense  of  maintenance  of  the  entire  service  pipe. 

"Petition  may  be  made  to  the  Commission  for  special  action  in 
any  case  in  which  it  is  claimed  that  the  application  of  these  regu- 
lations causes  injustice." 

WISCONSIN 

840 — Public  Operation. 

Application  of  the  Kenosha  Municipal  Water  Plant  for  Authority 
to  Increase  its  Rates.  Decision  of  the  Wisconsin  Railroad  Com- 
mission, Providing  for  an  Increase  in  Revenue,  November  24,  1914. 

The  City  of  Kenosha  as  a  water  utility  applied  to  the  Commission 
for  authority  to  increase  its  water  rates  to  private  consumers.  The 
city  alleged  that  increased  revenue  is  necessary  in  order  to  provide  an 
adequate  and  pure  water  supply.  The  Commission  investigated  the 
city's  investment  in  the  plant  and  the  revenue  and  expenses  of  the 
department.     The  decision  says: 

"At  the  last  municipal  election  in  Kenosha,  the  proposal  to  issue 
bonds  to  finance  extensions  to  the  water  plant  was  before  the  voters 
of  the  city,  and  was  defeated.  Consequently,  the  water  commission 
is  confronted  with  the  necessity  of  finding  some  other  method  of 
financing  the  needed  improvements.  It  is  not  expected  that  the 
increase  in  rates  asked  for  would  immediately  furnish  the  funds 
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needed  for  the  construction  of  the  intake  and  the  improvement  of  the 
distribution  system,  but  it  seems  to  have  been  the  attitude  of  the 
city  officials  that  some  increase  in  revenues  was  necessary  in  order  to 
improve  the  credit  of  the  utiUty  itself,  so  that  money  might  be 
borrowed  in  other  ways  than  as  a  general  liability  of  the  city.  .  .  . 
If  it  were  not  for  the  fact  that  the  city  has  no  other  means  available  of 
financing  improvements  in  its  water  plant  except  such  as  are 
dependent  upon  the  earnings  of  the  utility  itself,  it  might  not  be 
necessary  to  authorize  any  increase  in  revenues  at  this  time.  .  .  . 
No  other  method  of  financing  the  improvements  than  by  a  general 
improvement  of  the  credit  of  the  utility  appears  possible." 

The  Commission  held  that  the  rates  for  general  service  should  not  be 
increased,  and  ordered  that  the  City  of  Kenosha  pay  the  water  depart- 
ment for  fire  protection  a  sum  approximately  equal  to  the  amount  of 
increase  asked  for  in  the  city's  petition. 

INTERSTATE  COMMERCE  COMMISSION 

300 — Investment  and  Return. 

Decision  of  the  Interstate  Commerce  Commission,  Permitting  Advance 
in  Freight  Rates  in  Official  Classification  Territory.  December  18, 
1914. 

The  Commission  allowed  the  advance  in  rates  on  account  of  the  unfav- 
orable financial  and  industrial  conditions  caused  by  the  European  war, 
and  because  the  latest  reports  of  the  carriers  show  a  much  more  serious 
decrease  in  net  revenue  than  appeared  when  the  5  per  cent  increase  was 
denied  on  July  29.     The  decision  says: 

"Whatever  the  consequences  of  the  war  may  prove  to  be,  we  must 
recognize  the  fact  that  it  exists,  the  fact  that  it  is  a  calamity  without 
precedent,  and  the  fact  that  by  it,  the  commerce  of  the  world  has 
been  disarranged  and  thrown  into  confusion.  The  means  of  trans- 
portation are  fundamental  and  indispensable  agencies  in  our  indus- 
trial life,  and  for  the  common  weal  should  be  kept  abreast  of  public 
requirements.     .     .     . 

"For  the  fiscal  year  just  ended  the  net  operating  revenues,  as  shown 
by  the  carriers,  are  lower  than  was  estimated  or  anticipated  when  the 
original  report  was  issued.  Not  since  1908  have  the  net  operating 
revenues  of  the  carriers  been  so  low  as  in  the  fiscal  year  ending  June 
last.     .     .     . 

"We  cannot  view  with  favor  any  attempt  to  obtain  an  increase  in 
net  revenue  through  unduly  restricted  expenditure  upon  maintenance. 

"The  conflict  in  Europe  will  doubtless  create  an  unusual  demand 
upon  the  world's  loan  fund  of  free  capital,  and  may  be  expected  to 
check  the  flow  of  foreign  investment  funds  to  American  railroads. 
It  appears  that  our  railroads  represent  the  bulk  of  European  invest- 
ment in  this  country." 
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COURT  DECISIONS 
NEW  YORK 


112 — ^Franchises. 

The  Village  of  Fredoota  v.  Fredonia  Natural  Gas  Light  Company, 
et  al.  Suit  to  Forfeit  Defendant's  Franchise  for  Non-User.  Decision 
of  the  New  York  Supreme  Court,  Equity  Term,  Chautauqua  County, 
Dismissing  the  Complaint,  November,  1914.  149  New  York  Supple- 
ment 964. 

The  Village  of  Fredonia  })rought  suit  against  the  Natural  Gas  Light 
Company  to  forfeit  defendant's  franchise  for  non-user  and  to  restrain 
defendant  from  exercising  any  rights  or  privileges  under  its  special 
franchise  to  lay  gas  pipes  in  the  streets.     The  court  held  that : 

"Plaintiff  has  no  standing  in  court  to  maintain  an  action  to  forfeit 
or  to  declare  forfeited  the  general  rights  of  the  defendant  company 
to  transact  business  or  to  enforce  merely  private  rights.  The 
franchise  to  do  business  sprang  from  the  state,  and  the  extinction 
of  that  franchise  from  non-user  should  be  determined  only  in  a 
litigation  between  the  people  of  the  state  of  New  York  and  the 
defendant.  It  does  not  appear  that  any  serious  or  permanent 
interference  with  the  public  use  of  the  village  streets  is  threatened. 
Private  persons,  if  threatened  with  injurv,  have  their  own  remedy. 
New  York  v.  Bryan,  196  N.  Y.  158,  89  N.  E.  467. 

"The  sole  question  is  whether  the  plaintiff  has  established  forfeiture 
by  non-user  of  the  special  franchise  which  it  granted  to  defendant's 
predecessor  to  lay  pipes  in  the  streets.  The  pipes  are  still  there, 
and,  should  the  village  or  its  citizens  furnish  a  profitable  market  for 
defendant's  gas,  it  could  supply  them.  The  only  reason  why  it  has 
no  customers  is  that  in  the  Spring  of  1911,  it  could  not  afford  to 
supply  them  on  account  of  competition  and  therefore  temporarily 
suspended  business.  Its  conduct  has  not  been  willful  and  without 
justification,  nor  has  the  public  suffered  therefrom.  It  is  not  every 
non-user  that  will  furnish  grounds  for  a  forfeiture.  To  work  a 
forfeiture  there  should  be  something  wrong,  and  not  only  a  wrong, 
but  one  arising  from  willful  abuse  or  improper  neglect — such  neglect 
as  indicates  an  indifference  to  the  demands  of  public  duty.  People 
V.  B.  &  R.  Turnpike  Co.,  23  Wend.  236;  People  v.  Atlantic  Ave. 
R.  R.  Co.,  125  N.  Y.  513,  26  N.  E.  622. 

"Forfeiture  is  a  punishment  for  fault,  not  for  misfortune.  But  I 
fail  to  see  wherein  the  defendant  has  failed  to  exercise  its  special 
franchise.  Its  pipes  were  laid  subject  to  no  conditions  as  to  the 
delivery  of  gas,  either  to  the  village  or  to  private  customers.  The 
franchise  contains  no  condition,  express  or  implied,  that  the  company 
shall  continue  to  supply  gas  at  a  loss.  Nor  does  it  appear  that  any 
demand  has  been  made   upon  defendant  to  furnish  gas,   since  it 
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ceased  to  manufacture  same.  The  village  of  Fredonia  is  not  injured 
by  the  unused  pipes  in  its  streets,  nor  will  it  be  injured  if  other 
streets  are  opened  and  pipes  laid  thereunder  to  supply  customers. 
The  license  or  permission  to  lay  such  pipes  remains  intact.  The 
village  has  not  even  attempted  to  revoke  it,  except  by  bringing  this 
action,  which  seems  to  be  in  the  interest  of  the  rival  company,  rather 
than  the  village  as  such.  A  competitor  should  not  be  thus  eliminated 
unless  the  law  plainly  so  declares." 


WEST  VIRGINIA 


220 — General  Powers  of  Commissions. 

City  of  Benwood  et  al.  v.  Public  Service  Commission.  Decision 
of  West  Virginia  Supreme  Court  of  Appeals.     October  13,  1914. 

The  Benwood  and  ]\Ic]\Iechen  Consolidated  Water  Company  made 
application  to  the  Public  Service  Commission  for  a  change  in  rates 
for  water  furnished  by  the  Benwood  and  ]\Ic]\Iechen  Consolidated 
Water  Company-  to  the  public  in  the  City  of  Benwood.  The  city  and 
certain  of  its  citizens  resisted  the  application,  claiming  that  the  com- 
mission was  without  power  to  change  the  rates,  since,  at  the  time  of 
the  city's  grant  of  the  franchise  under  which  the  company  operated 
the  rates  for  water  to  be  furnished  mider  the  franchise  were  determined 
therein.  The  commission  overruled  this  ground  of  objection  and  ordered 
a  hearing  on  the  groimds  of  the  application.  Thereupon,  the  city 
and  its  citizens,  further  insisting  upon  their  objections  brought  the 
proceedings  into  court. 

224.5 — Rates  Fixed  by  Contract. 

''The  case  presents  squarely  the  question:  May  the  Public  Service 
Commission  alter  a  rate  that  was  fixed  by  franchise  ordinance  prior 
to  the  enactment  of  the  law  by  which  the  commission  was  created 
and  given  powers?     .     .     . 

"Though  the  grant  and  acceptance  of  the  franchise  wherein  certain 
rates  were  fixed,  created  a  contract  between  the  water  company 
and  the  City  of  Benwood,  the  rates  thereby  fixed  are  ne\-ertheless 
cognizable  for  revision  by  the  Public  Service  Commission  under  the 
broad  powers  delegated  thereto,  miless  prior  to  the  delegation  of 
those  powers  the  Legislature  had  expressly  delegated  power  to  the 
City  of  Benwood  which  authorized  the  city  to  contract  inviolably 
for  the  rates  mentioned  in  the  franchise  for  the  period  stated  therein. 
Rate-making  is  a  legislative  act.  It  is  mherent  in  and  belongs  pri- 
marily to  the  Legislature.  The  rate-making  power  is  a  power  of 
government — a  police  power  of  the  State.  The  City  of  Benwood 
at  the  time  of  the  granting  of  the  franchise,  had  no  rate-making 
power  that  could  bind  the  State,  if  the  Legislature  of  the  sovereign 
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Stiite  had  not  theretofore  delegated  the  same  to  the  city.  And 
if  such  delegation  or  grant  of  rate-making  power  was  made  to  the 
city  prior  to  the  delegation  of  general  and  state-wide  powers  in  the 
same  particular  by  the  Legislature  to  the  Public  Service  Commission, 
the  language  relied  upon  as  evidence  of  such  delegation  or  grant  to 
the  city  must  be  clear  and  express.  The  presumption  is  against 
exclusive  delegation  of  the  Legislature's  sovereign  rate-making 
power  to  a  mvmicipality.  L^^less  there  has  been  such  delegation 
by  clear  and  express  terms,  the  power  is  reserved  in  the  state,  which 
can  exercise  it  at  such  times  and  to  such  extent  as  may  be  found 
advisable.  Improvement  Co.  v.  Bluefield,  69  W.  Va.  1,  70  S.  E. 
772,  33  L.  K.  A.  (N.  S.)  759;  Judy  v.  Lashley,  50  W.  Va.  628,  41 
S.  E.  197,  57  L  R.  A.  413;  State  ex  rel.  Webster  v.  Superior  Court, 
67  Wash.  37,  120  Pac.  861,  Ann.  Cas.  1913D,  78;  Milwaukee  E.  R. 
&  L.  Co.  V.  Railroad  Commission,  153  AVis.  592,  142  N.  W.  491. 
Home  Telephone  and  Telegraph  Co.  v.  Los  Angeles,  211  U.  S  265, 
29  Sup.  Ct.  50,  53  L.  Ed.  176.     .     .     . 

"It  did  grant  the  power  to  erect,  or  authorize  or  prohibit  the  erection 
of  gas  works,  electric  light  works,  or  water  works  in  the  city.  But 
this  general  grant  does  not  give  power  to  fix  rates  by  franchise  or 
agreement  beyond  the  control  of  the  legislature.  For  a  municipal 
corporation  to  claim  the  power  to  fix  rates  inviolably,  it  must  show 
clear  and  express  delegation  of  the  same  to  it  from  the  Legislature. 
The  Supreme  Court  of  the  United  States,  in  Home  Telephone  & 
Telegraph  Co.  v.  Los  Angeles,  supra,  said:  'It  has  been  settled  by 
this  court  that  the  State  may  authorize  one  of  its  municipal  cor- 
porations to  establish  by  an  inviolable  contract  the  rates  to  be  charged 
by  a  public  service  corporation  (or  natural  person)  for  a  definite 
term  not  grossly  unreasonable  in  point  of  time,  and  that  the  effect 
of. such  a  contract  is  to  suspend,  during  the  life  of  the  contract, 
the  governmental  power  of  fixing  and  regulating  the  rates.  *  *  * 
But  for  the  very  reason  that  such  a  contract  has  the  effect  of  ex- 
tinguishing pro  tanto  an  undoubted  power  of  government  both 
its  existence  and  the  authority  to  make  it  must  clearly  and  unmis- 
takably appear,  and  all  doubts  must  be  resolved  in  favor  of  the 
continuance  of  the  power.'  But  the  City  of  Benwood  says  it  had  the 
right  given  it  by  the  legislature  charter  to  'contract  and  be  con- 
tracted with.'  True,  this  general  provision  usually  found  in  municipal 
charters  is  in  the  charter  of  the  City  of  Benwood.  But  that  pro- 
A-ision  can  not  be  construed  as  delegating  beyond  legislative  control 
the  power  to  fix  public  service  rates.  For,  as  we  have  seen,  the 
presumption  is  against  such  delegation  of  the  power.  The  delega- 
tion 'must  clearly  and  unmistakably  appear.'  It  does  not  so  appear 
in  the  general  provision  merely  to  contract  and  be  contracted  with. 
"We  do  not  say  that  the  contract  as  to  rates  contained  in  the  fran- 
chise was  not  good  as  between  the  w^ater  company  and  the  city  as 
long  as  the  Legislature  did  not  exercise  its  superior  and  supreme 
power  over  the  subject  of  rates.  From  the  general  powers  to  estab- 
lish water  works  and  to  contract  and  be  contracted  with  impliedh' 
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the  city  had  the  power  to  contract  m  the  matter  of  rates  for  water 
furnished  the  pubhc  as  long  as  the  Legislature  did  not  exercise  its 
reserved  power  in  that  particular.  But  that  implied  power  was 
inferior  to  the  reserved  power. 

"The  water  company  and  the  city  in  the  making  of  the  so-called 
franchise  contract  were  bound  by  cognizance  of  the  fact  that  their 
dealings  were  subject  to  future  exercise  of  the  Legislature's  power 
over  rates  for  water  furnished  the  general  public  in  the  locality. 
Hence  the  franchise  was  made  subject  to  what  the  Legislature 
might  thereafter  do  as  to  the  rates  dealt  with  by  the  franchise.     .     . 

"There  can  be  no  impairment  of  the  contract  by  the  act  of  the 
State  in  claiming  its  own,  when  it  is  not  bound  by  contract.  The 
supervision  and  regulation  of  the  rate  by  the  state,  through  the 
Public  Service  Commission,  does  not  take  from  either  of  the  parties 
to  the  contract  any  right  which  they  had  thereunder.  Such  super- 
vision and  regulation  does  not  therefore,  impair  the  obligations  of  a 
contract.  Home  Telephone  and  Telegraph  Co.  v.  Los  Angeles, 
supra;  State  ex  rel.  Webster  v,  Superior  Court,  supra;  Knoxville  Water 
Co.  v.  Knoxville,  189  U.  S.  434,  23  Sup.  Ct.  531,  47  L.  Ed.  887; 
Railroad  Co.  v.  Mottley,  219  U.  S.  467,  31  Sup.  Ct.  265,  55  L.  Ed. 
297,  34  L.  R.  A.  (N.  S.)  671;  Wvandotte  Countv  Cxas  Co.  v.  Kansas 
231  U.  S.  622,  34  Sup.  Ct.  226,  58  L.  Ed.  404;  Dawson  v.  Dawson 
Telephone  Co.,  137  Ga.  62,  72  S.  E.  508. 

"Perceiving  that  the  Public  Service  Commission  is  acting  within 
its  powers,  we  decline  to  interfere.  The  petition  asking  for  relief 
here  will  be  dismissed." 

TENNESSEE 

241 — Investigations . 

United  States  v.  Nashville  C.  &  St.  L.  R  y.  Decision  of  the  District 
Court,  M.  D.  Tennessee,  Nashville  Division,  September  4,  1914. 
217  Federal  254. 

The  Interstate  Commerce  Commission  was  directed  by  a  resolution 
of  the  Senate  to  in^•estigate  and  report  on  the  relations  existing  between 
defendant  and  other  railroads.  In  making  this  investigation  the 
examiners  for  the  Commission  applied  for  complete  and  unlimited 
access  to  the  general  correspondence  files  in  the  offices  of  the  defendant 
company.  This  request  was  refused  but  the  company  permitted  the 
examination  of  their  accounts,  records  and  memoranda.  The  applicant 
then  applied  for  a  writ  of  mandamus  against  the  defendant  to  compel 
the  railway  company  to  disclose  to  the  examiners  employed  by  the 
Commission  the  correspondence  files  and  indexes. 

The  court  holds  that  the  resolution  of  the  Senate  is  not  a  law  and  may 
not  confer  upon  the  Interstate  Commerce  Commission  any  jurisdiction 
further  than  that  conferred  by  the  Interstate  Commerce  Act,  and  the 
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court  furtlier  finds  that  the  ck^fendant  in  refusing  the  examiner  access 
to  its  general  correspondence  files  as  demanded  by  him,  neither  failed 
to  comply  with,  nor  violated,  any  provision  of  the  Interstate  Commerce 
Act  or  of  its  amendments,  and  hence  the  plaintiff  is,  all  other  consider- 
ations aside,  not  entitled  under  the  Act,  to  the  writ  of  mandamus  sought. 

The  court  says: 

"After  careful  consideration,  I  have  reached  the  conclusion  that  the 
'accounts  records  and  memoranda'  of  common  carriers  to  which  the 
Commission  is  given  the  right  of  access  and  examination  are  those 
whose  form  it  is,  by  the  sentence  immediately  preceding,  authorized 
to  prescribed;  and  that  the  phrase  'accounts,  records,  and  memor- 
anda' as  used  in  this  section  of  the  Act  [Sec.  20],  does  not  relate  to 
correspondence  or  other  original  papers  or  documents  in  the  pos- 
session of  the  carriers,  constituting  part  of  their  business  acts  and 
transactions  buu  to  the  records  of  such  acts  and  transactions,  includ- 
ing the  movements  of  traffic  as  well  as  accounts  of  receipts  and 
expenditures,  which  the  carriers  are  required  to  enter  'on  the  books 
and  in  the  manner'  and  forms  which  the  Commission  may  prescribe, 
constituting  book  entries  of  their  acts  and  transactions,  in  the  nature 
of  a  general  system  of  accounting,  which  shall  be  at  all  times  subject 
to  inspection  and  examination  by  the  Commission." 


REFERENCES 

RATES 

720— Rate  Schedules. 

Minnesota  Public  Utility  Rates — Electric,  Gas  and  Water. 
Compiled  by  the  Municipal  Reference  Bureau  of  the  General  Extension 
Division,  University  of  Minnesota,  by  Gerhard  A.  Gesell.  Bulletin 
254  pages.     October,  1914. 

The  bulletin  contains  rates  and  information  in  regard  to  municipal  and  private 
plants  in  cities  and  villages  of  Minnesota  having  over  500  population.  Numerous 
inquiries  have  been  received  since  the  organization  of  the  Municipal  Reference 
Bureau  asking  for  comparative  data  on  the  operation  of  public  utilities  in  Min- 
nesota municipalities,  and  the  bulletin  aims  to  provide  this  information. 

510 — Forms  of  Rates. 

Demand  Electric  Rates  as  Affected  by  Commission  Regulation, 
by  L.  R.  Nash.     5^  pages.  Stone  &  Webster,  December,  1914,  P.  432. 

A  brief  resume  is  given  of  the  development  of  a  form  of  electric  rates  which  takes 
into  consideration  load  factor.  A  number  of  rate  papers  are  mentioned,  and 
references  are  given  to  decisions  of  various  Commissions  which  would  reflect  the 
attitude  of  these  commissions  in  the  matter  of  rate  structure.  The  Wisconsin, 
California,  New  York,  New  Jersey,  Illinois,  Missouri,  Kansas  and  Ohio  Com- 
missions are  listed  as  wholly  or  in  part  committed  to  demand  rate  schedules; 
and  Massachusetts,  Georgia,  Arizona,  Nevada  and  Montana  are  mentioned  as 
having  expressed  some  preference  for  other  forms  of  rates. 
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INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Answer  to  the  Report  of  Mr.  Arthur  C.  King,  on  Electric  Rates 
of  the  Union  Gas  and  Electric  Company,  Cincinnati,  Oliio.  Pam- 
phlet, 35  pages.     December  14,  1914. 

The  Union  Gas  and  Electric  Company  submitted  a  report  on  the  vahiation  of  their 
property  and  on  the  electric  rates  of  the  company,  in  answer  to  the  report  made 
for  the  City  by  Mr.  Arthur  C.  King.  Mr.  King's  Report  was  abstracted  in  6 
Il.\TE  Research  131. 


GENERAL 


980— Public  Relations. 


Fundamental  Planks  in  a  Public  Utility  Program,  by  Delos  F. 
Wilcox.     1  Page,  Engineering  News,  December  17,  1914,^ p.  1-105. 

The  article  is  an  abstract  from  a  paper  read  before  the  American  Mayors"  Con- 
ference, held  at  Philadelphia.  Pennsylvania,  November  13  to  14,  1914;  and  outlines 
the  relation  which,  according  to  the  writer,  should  exist  between  cities  and  their 
public  utilities.  The  writer's  fundamental  conclusions  are  in  brief  as  follows: 
(1)  Public-utility  investments  should  be  placed  upon  a  non-speculative  basis,  and 
their  security  should  approximate  that  of  municipal  bonds.  The  city  should 
assume  the  risk  of  loss  due  to  unforeseen  causes  but  should  not  undertake  to  make 
good  past  losses.  (2)  Public-utility  should  receive  proper  payment  for  service 
rendered  and  should  not  be  regarded  as  a  legitimate  source  of  profit  to  be  used  for 
the  relief  of  general  taxation.  (3)  In  their  franchise  grants,  cities  should  assume 
that  all  the  well  established  utilities  will  sooner  or  later  be  publicly  o^sTied,  and 
steps  should  be  taken  which  would  gradually  bring  about  the  withdrawal  of  private 
capital  from  public  streets  and  the  gradual  acquisition  of  the  utility  plants  by  the 
cities  as  public  property. 

COURT  DECISION  REFERENCES. 

840 — Public  Operation. 

Union  Ice  and  Coal  Company  v.  Town  of  Ruston.  Decision  of  the 
Louisiana  Supreme  Court,  May  25, 1914.     66  Southern  262. 

The  town  sought  to  establish  an  ice  manufacturing  plant  to  be  operated  in  con- 
nection with  its  water  and  electric  light  plant  for  the  production  of  ice  to  be  sold 
to  the  inhabitants  of  the  towai.  The  plaintiff,  in  its  quality  of  a  tax  payer,  brought 
suit  to  annul  the  ordinance  providing  for  the  plant.  The  court  held  that  the  city 
could  not  use  its  taxing  power,  except  for  a  "purpose  strictly  public  in  its  nature." 
The  question,  therefore,  to  be  decided  was  whether  the  ice  manufacturing  and 
selling  enterprise  is  a  public  purpose.  A  number  of  covirt  decisions  were  reviewed 
and  the  court  concludes  that  in  the  light  of  the  decisions  of  courts  and  general 
practice  there  is  no  cjuestion  but  that  the  making  of  ice  for  sale  is  not  a  municipal 
function.  Therefore,  the  ordinance  providing  for  the  exercise  of  the  taxing  power 
in  the  promotion  of  the  ice  plant  enterprise  is  unconstitutional  and  void. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


RATE  RESEARCH 

Back  numbers  of  Rate  Research  are  available  in  bound  form  for 
Volumes  II  to  V  inclusive.  These  volumes  contain  all  the  weekly  issues 
of  Rate  Research  from  October  2,  1912  to  September  23.  1914  and 
each  volume  contains  the  issues  for  half  a  year.  The  last  issue  in 
Volume  V;  the  number  for  September  23,  1914,  gives  a  classified  index 
for  all  numbers  to  date  of  that  issue.  Bound  volumes  of  Rate  Research 
can  be  obtained  at  $8.00  per  volume. 


RATE  AND  RATE  REGULATION  LIBRARY 

The  list  of  books  covering  rates  and  rate  regulation  as  applied  to  electric 
utilities  which  was  published  in  2  Rate  Research  276,  is  here  given, 
revised  and  brought  up  to  date. 


COMMISSION  REPORTS  AND  PROCEEDINGS 

Lists  of  commission  publications  have  been  sent  to  the  various  com- 
missions for  the  purpose  of  having  them  checked  for  omissions  and 
later  issues.  Answers  have  not  been  received  in  every  instance,  but 
additions  may  be  noted  in  Rate  Research  as  soon  as  Rate  Research 
is  advised  of  their  publication.  Some  Commissions  publish  Reports  of 
Decisions  and  Annual  Reports  in  separate  volumes.  In  these  instances 
the  Annual  Report  contains  chiefly  abstracts  of  the  financial  reports  of 
the  utilities  under  their  jurisdiction.  Other  commissions  publish  only 
the  annualVeport  and  in  listing  these  publications  valuable  material, 
in  addition  to  the  statistical  reports  have  been  noted  in  order  to  give 
an  idea  of  their  contents.  Where  a  charge  is  made  for  any  of  the  pub- 
lications, the  price  is  noted. 

The  date  of  the  law  giving  the  Commission  authority  over  electric 
utilities  is  given  in  each  instance,  and  the  date  when  effective,  if  different. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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ARIZONA  CORPORATION  COMMISSION 

May  28,  1912,  Effective  June,  1912. 
Annual  Reports. 

First  Annual  Report,  February  14,  1912,  to  December  1,  1913. 
(Decisions,  Commission  Law,  Corporation  Laws,  Rules  of  Practice 
and  Procedure,  Uniform  Classification  of  Accounts.) 

CALIFORNIA  RAILROAD  COMMISSION 

December  23,  1911,  Effective  March  23,  1911. 

Reports  of  Decisions. 

Volmne  1,  January  1,  1911,  to  December  31,  1912. 
Volume  2,  January  1,  1913,  to  June  30,  1913. 
Volume  3,  July  1,  1913,  to  December  31,  1913. 

Advance  sheets  of  decisions  can  l)e  procured  at  5  cents  per  copy  or  at  .50  cents 
per  month,  and  bound  volumes,  at  .$1.50. 

Annual  Reports. 

First  Annual  Report,  June  30,  1912,  to  June  30,  1913.  (Commission 
Laws.) 

PubUc  Utilities  Act  of  California,  compiled  by  Eugene  R.  Hallett,  1912. 
COLORADO  PUBLIC  UTILITIES  COMMISSION 

April  12,  1913. 
Annual  Reports. 

(None  3'et  issued) . 

CONNECTICUT  PUBLIC  UTILITIES  COMMISSION 

kSeptember  9,  1911. 
Annual  Reports. 

First  Annual  Report,  September  9,  1911,  to  June  30,  1912.  (De- 
cisions.) 

Second  Annual  Report  for  year  ending  June  30,  1913.  (Decisions 
and  Rate  Schedules  of  Electric  Companies.) 

DISTRICT  OF  COLUMBIA  PUBLIC  UTILITIES  COMMISSION 

March  4,  1913. 
Annual  Reports. 

Report  for  1913.     (Decisions  and  Commission  Law.) 
GEORGIA  RAILROAD  COMMISSION 

August  22,  1907. 
Annual  Reports. 

All  matters  relating  to  electric  companies  are  contained  in  volumes 
beginning  with  the  3oth  Annual  Report  for  1908,  and  continuing  up 
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to  the  41st  Annual  Report,  for  the  year  ending  April  1,  1913. 

Report  for  1913.     (Decisions,  General  Rules  and  Orders  and  Com- 
mission Law.) 

IDAHO  PUBLIC  UTILITIES  COMMISSION 

March  13,  1913,  Effective  sixty  days  after 
final  adjournment  of  the  legislature. 
Annual  Reports. 

(None  yet  issued.) 

ILLINOIS  PUBLIC  UTILITIES  COMMISSION 

June  30,  1913,  Effective  January  1,  1914. 
Reports  of  Decisions. 

First  Report  from  January   1,   1914,  to  May   1,   1914.      (Reports 
annually  thereafter.) 

Illinois  Public  Utilities  Law  and  Municipal  Ownership  Law,  compiled  by 
William  J.  Noiton,  111  W.  Monroe  St.,  Chicago.    12.00  net,  postpaid. 

INDIANA  PUBLIC  SERVICE  COMMISSION 

March  4,  1913,  Effective  May  1,  1913. 
Annual  Reports. 

(None  yet  issued.) 

KANSAS  PUBLIC   UTILITY  COMMISSION 

May  22,  1911. 
Annual  Reports. 

First  Annual  Report,  May  22,  1911,  to  November  30,  1912.     (Impor- 
tant Decisions,  Electric  Rate  Theory  and  Law.) 

Kansas  Railroad  and  Public  Utilities  Law  as  it  Concerns  the  Public  Utilities 
Commission,  compiled  by  John  Marshall. 

MAINE  PUBLIC  UTILITIES  COMMISSION 

Referendum  Vote,  September  28,  1914. 
Annual  Reports. 

(None  yet  issued.) 

MARYLAND  PUBLIC  SERVICE  COMMISSION 

April  5,  1910. 
Annual  Reports. 

Volume  1  for  eight  months  ending  December  31,  1910.     (Decisions, 
Rules  of  Practice  and  Procedure  and  Summary  of  Meter  Tests.) 

Volume  2,  for  1911.     (Decisions,  and  Summary  of  Meter  Tests.) 

Volume  3,  for  1912.     (Same.) 

Volume  4,  for  1913.     (Same.) 
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Public  Service  Commission  Law  of  Maryland  with  Rules  of  Conunission  and 
Forms,  by  John  Philip  Hill  and  Arthur  R.  Padgett. 

MASSACHUSETTS  BOARD  OF  GAS  AND  ELECTRIC  LIGHT 

COMMISSIONERS 

June  8,  1887. 
Annual  Reports,  1886-1913. 

The  first  two  Annual  Reports  were  of  the  Board  of  Gas  Commis- 
sioners. 

Third  Annual  Report  issued  Januaiy,  1888,  is  the  first  to  relate  to 
electric  companies. 

The  Twenty-ninth  Annual  Report  for  the  year  ending  June  30,  1913, 
is  the  last'  report  issued.     (Decisions,  Court  Decisions  and  New 
Legislation.) 
Some  of  the  annual  reports  for  late  years  are  still  in  print. 

Reports  of  Decisions,  issued  in  pamphlet  form. 

MICHIGAN  RAILROAD  COMMISSION 

May  19,  1909  (;electnc  rates)  and  May  26,  1909  (stocks  and  bonds). 

Annual  Reports. 

Third  Annual  Report  for  1909.     (Abstract  of  Laws  as  amended  in 

1909.) 

Fourth  Annual  Report  for  1910.     (Decisions.) 

Fifth  Annual  Report  for  1911.     (Same.) 

Reports  of  Decisions,  issued  quarterly. 
50  cents  per  volume  of  four  numbers. 

MISSOURI  PUBLIC  SERVICE  COMMISSION 

March  17,  1913,  Effective  April  15,  1913. 
Reports  of  Decisions. 

Advance  Sheets  of  Volume  1,  April  15,  1913,  to  June  29,  1914. 

35  cents  per  copy  or  $2.50  per  volume,  which  includes  the  receipt 

of  advance  sheets. 

Annual  Reports. 

First  Annual  Report  for  eight  and  one-half  months  ending  December 
31,  1913. 

MONTANA  PUBLIC  SERVICE  COMMISSION 

March  4,  1913. 
Annual  Reports. 

First  Annual  Report  for  the  Public  Service  Commission — 

Sixth  Annual  Report  of  the  Railroad  Commission,  for  year  ending 
November  30,  1913. 

(Decisions,  Commission  Law  and  Rules  of  Practice  and  Procedure.) 
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NEBRASKA  STATE  RAILWAY  COMMISSION 

Stock  and  Bond  jurisdiction  only,  1909. 
Annual  Reports. 

Fourth  Report,  for  year  ending  November  30,  1911. 

(Decisions,  Court  Decisions,  Accounting  Rules  for  Electric  Com- 
panies, Physical  Valuation  Report  of  Commission  Engineer.) 

Fifth  Report,  for  year  ending  November  30,  1912. 

(Decisions,  Court  Decisions,  Physical  Valuation  Report  of  Commis- 
sion Engineer.) 

Sixth  Report,  for  year  ending  November  30,  1913. 

(Same,  and  Report  on  "Blue  Sky  Law.") 

NEVADA  PUBLIC  SERVICE  COMMISSION 

March  23,  1911. 
Annual  Reports. 

First  Annual  Report  for  year  1911 — Fourth  Annual  Report  for  the 
Railroad  Commission. 

(Schedule  of  Electric  Rates,  Rules  and  Regulations  for  Gas  and 
Electric  Service,  Safety  Regulations  for  Electric  Utilities.) 

Second  Annual  Report  for  the  year  1912. 

(Decisions,  Rules  and  Regulations  for  Gas  and  Electric  Service, 
Safety  Regulations  for  Electric  Utilities,  Public  Service  Commission 
Law.) 

Third  Annual  Report  for  the  year  1913. 

(Decisions,  Schedules  of  Rates  for  Electric  Companies,  Public  Service 
Commission  Law,  Rules  and  Regulations  for  Gas  and  Electric 
Service,  Safety  Regulations  for  Electric  Companies.) 

Reports  of  Decisions. 

Advance  sheets  issued. 

NEW  HAMPSHIRE  PUBLIC  SERVICE  COMMISSION 

April  15,  1911,  Effective  May  15,  1911. 
Annual  Reports. 

Volume  1  for  the  year  ending  November  30,  1911. 

(Decisions,  Public  Service  Commission  Law,  Rules  of  Practice  and 

Procedure.) 

Volume  II  for  year  ending  August  31,  1912. 
(Decisions,  Schedules  for  Electric  Companies.) 

Volume  III  for  the  year  ending  August  31,  1913. 

(Decisions.) 

Volume  IV,  No.  1,  September  1,  1913,  to  April  1,  1914. 
(Decisions.) 
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Reports  of  Decisions. 

Advance  Sheets  issued. 

NEW  JERSEY  BOARD  OF  PUBLIC  UTILITY  COMMISSIONERS 

April  21,  1911,  Effective  May  1,  1911. 
Reports  of  Decisions. 

Vol.  I,  May  1,  1911  to  June  2,  1913. 
Advance  Sheets  of  decisions  issued. 

Annual  Reports. 

First  Annual  Report  for  year  1910.  (Decisions,  Rates  for  Gas  and 
Electricity  Tabulated,  Rules  of  Procedure.) 

Second  Annual  Report  for  year  1911.  (Decisions,  Public  Utilities 
Law,  Standards  for  Gas  Service.) 

Third  Annual  Report  for  year  1912.     (Decisions.) 

Fourth  Annual  Report  for  year  1913.  (Decisions,  Rules  for 
Electrical  Supply  Utilities  and  for  all  Utilities  Owning  or  Using 
Poles  or  Wires.) 

NEW  YORK  PUBLIC  SERVICE  COMMISSION  (1st  D.). 

June  1,  1907,  Effective  July  1,  1907. 

Reports  of  Decisions. 

Volume  I,  July  1,  1907,  to  September  1,  1909. 

Volume  II,  September  1,  1909,  to  January  1,  1912. 

Volume  III,  January  1,  1912,  to  January  1,  1913.  Advance  Sheets 
issued  monthly. 

The  first  two  volumes  may  be  procured  at  $3.00.  The  present  subscription  price 
is  $2.00  per  volume,  including  advance  sheets.  Advance  sheets  sold  separately, 
25  cents  per  monthly  pamphlet. 

Annual  Reports. 

First  Annual  Report,  2  vols.,  for  last  six  months  of  1907.  (Volume  I — 
Commission  Law,  History  of  State  Regulation  in  New  York, 
Rules  of  Procedure,  Court  Decisions.) 

Second  Annual  Report,  3  vols.,  for  year  1908.  (Volume  I — Uniform 
Systems  of  Accounts,  Report  on  "Indeterminate  Franchise  for 
Public  Utilities",  "Supervision  of  Street  Railways  in  England 
and  Prussia".) 

Third  Annual  Report,  3  vols.,  for  year  1909.  (Volume  I — ^Recom- 
mendations as  to  Legislation,  Report  of  Meter  Tests,  Court  Deci- 
sions.) 

Fourth  Annual  Report,  4  vols.,  for  year  1910.  (Volume  I — Report 
of  Meter  Testing,  Electrical  Franchises  in  Greater  New  York, 
Electric  Rates  for  New  York  City.  Volume  II — Rules  of  Procedure. 
Volume  IV. — Rate  Theory,  Load  Factor  and  Rates.) 
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Fifth  Annual  Re])ort,  3  vols,  for  year  1911. 

Sixth  Annual  Report,  3  vols.,  for  year  1912.     (Volume  I — Electric 

Rates  in  New  York  City.) 

Proceedings. 

Eight  volumes  covering  the  proceeding  of  the  Commission  from  July 
1,  1907,  to  December  31,  1913.     Advance  Sheets  issued  monthly. 


NEW  YORK  PUBLIC  SERVICE  COMMISSION  (2nd  D.). 

June  1,  1907,  Effective  July  1,  1907. 

Reports  of  Decisions. 

Volume  I,  July  1,  1907,  to  April  1,  1909. 
Volume  II,  April  2,  1909,  to  June  30,  1911. 
Volume  III,  July  1,  1911,  to  May  7,  1913. 

Annual  Reports. 

First  Annual  Report,  2  vols.,  for  last  six  months  of  1907.    (Volume  I — • 

Rules  of  Practice.) 

Second  Annual  Report,  3  vols.,  for  year  1908.     (Volume  II — Uniform 

System  of  Accounts.) 

Third  Annual  Report,  2  vols.,  for  year  1909. 

Fourth  Annual  Report,  3  vols.,  for  year  1910. 

Fifth  Annual  Report,  3  vols.,  for  year  1911. 

Sixth  Annual  Report,  3  vols.,  for  year  1912. 

OHIO  PUBLIC  UTILITY  COMMISSION 

July  1,  1911,  New  Law,  August  9,  1913. 
Annual  Reports. 

First  Annual  Report,  for  the  year  1912.      (Decisions,  OiDinions  of 
Attorney  General  as  to  Jurisdiction  of  Commission,  etc.) 

Report  of  Decisions,  issued  in  pamphlet  form. 

Laws  of  Ohio  Relating  to  Railroads  and  Public  Utilities,  prepared  under  the 
direction  of  the  Commission  as  of  January  1,  1913. 

OKLAHOMA  CORPORATION  COMMISSION 

Effective,  May  19,  1908  (not  over  Stocks  and  Bonds.) 
Annual  Reports. 

First   Annual  Report,    for  the  year    1908.       (Corporation    Laws, 
Decisions.) 

Second   and   Third  Annual  Reports,  for  the  year   1909  and  1910. 
(Corporation  Laws,  Decisions,  Court  Decisions.) 
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Fourth  Annual  Repoit,  for  the  year  1911.    (Classification  of  Accounts, 
Decisions.) 

Fifth  Annual  Report,  for  the  year  1912.     (Decisions,  Court  Decisions, 
Recommendations  to  the  Legislature.) 

(To  be  Continued) 


COMMISSION  DECISIONS 
WISCONSIN 

500 — Rate  Practice. 

Application  of  the  Whitewater  Electric  Light  Company  for 
Authority  to  Adjust  Rates.  Decision  of  the  Wisconsin  Railroad 
Commission,  Granting  the  Apphcation,  December  26,  1914. 

The  Company  applied  to  the  Commission  for  authority  to  change  its 
rates  and  submitted  a  schedule  of  new  rates  to  the  Commission  for 
approval.  The  Commission  found  that  the  rates  then  in  effect  were 
regressive  and  that  the  new  rates  eliminated  this  objectionable  feature. 
The  Commission  says: 

"It  is  possible  that  there  may  be  a  few  individual  consumers  who 
were  so  greatly  benefited  by  the  old  regressive  rate  that  the  applica- 
tion of  the  new  rate  will  not  decrease  their  charges,  but  as  applied  to 
the  general  body  of  consumers,  there  will  be  a  material  decrease 
under  the  new  schedule." 

540 — Minimum  Charge. 

The  company  asked  for  authority  to  put  in  effect  a  minimum  charge 
and  the  decision  says: 

"The  Commission  has  had  occasion  in  a  number  of  cases  to  investi- 
gate the  reasonableness  of  minimum  charges  for  electric  service,  and 
in  a  general  way  it  may  be  said  that  a  minimum  charge  of  75  cents 
per  month  has  been  found  reasonable.  It  is  true  that  in  one  or  two 
cases  which  have  come  before  the  Commission  a  minimum  charge  of 
50  cents  per  month  has  been  established,  but  we  are  inclined  to  beheve 
that  75  cents  is  reasonable  in  this  case." 

580 — Terms  and  Conditions. 

"The  Company  asks  also  that  it  be  given  authority  to  charge  $1.50 
for  re-connection  of  a  meter  for  the  same  consumer  upon  the  same 
premises  within  one  year  of  the  date  when  service  was  disconnected. 
This  has  been  held  to  be  a  reasonable  provision  in  other  cases  before 
the  Commission,  and  we  see  no  reason  for  not  authorizing  such  a 
practice  in  this  case." 
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ILLINOIS 

714 — Notice  for  Change  of  Rate. 

Changes  in  Rates  of  Public  Utilities.     Order  of  the  Illinois  State 
Public  Utilities  Commission.     Conference  Ruling  No.  14. 

^'It  is  hereby  ordered  by  the  State  Public  Utilities  Commission  of  Illinois, 
That  any  change  in  'any  rate  or  other  charge  or  classification  or  any 
rule,  regulation,  practice  or  contract  relating  to,  or  affecting  any 
rate  or  other  charge,  classification  or  service  or  any  privilege  or  facil- 
ity' which  does  not  result  in  any  increase  of  any  rate  or  other  charge 
of  any  public  utility  may  be  made  and  shall  become  effective  thirty 
days  after  a  schedule  of  the  same  shall  have  been  filed  with  this 
Commission  and  posted  in  accordance  with  the  terms  of  Sections  33 
and  34  of  an  act  entitled  'An  Act  to  Provide  for  the  Regulation  of  Public 
Utilities^  approved  June  30,  1913,  and  effective  January  1,  1914. 

"Any  such  change  may  be  made  and  become  effective  within  thirty 
days  after  the  filing  of  any  schedule  by  any  public  utility  whenever 
the  Commission  shall  so  provide  by  an  order  specifying  (1)  the  change 
or  changes  to  be  made  and  (2)  the  time  when  the  same  shall  take 
effect  and  (3)  the  manner  in  which  they  shall  be  filed  and  pubhshed. 

"Any  change  made  by  a  public  utility  in  its  regular  rates,  charges 
and  classifications  for  service  since  July  1,  1913,  whereby  the  rates, 
charges  or  classifications  exceed  those  in  effect  on  said  date,  are 
illegal  unless  the  same  have  been  consented  to  by  this  Commission 
and  in  case  any  public  utility  has  made  a  change  in  any  rate,  charge 
or  classification  whereby  the  same  exceeds  the  regular  rate,  charge 
or  classification  of  such  utility  in  force  on  July  1,  1913,  such  public 
utility  is  ordered  and  directed  to  return  to  the  regular  rate,  charge 
or  classification  (but  not  to  any  discriminatory  rate,  charge  or  classi- 
fication) w^hich  was  in  effect  on  July  1,  1913,  and  to  continue  such 
regular  rate,  charge  and  classification  in  force  until  this  Commission 
shall  have  given  its  consent  to  increase  the  same. 

"When  any  rate  or  other  charge  shall  be  increased  or  whenever  any 
classification,  contract,  practice,  rule  or  regulation  shall  be  so  changed 
as  to  result  in  any  increase  in  any  rate  or  other  charge,  of  any  public 
utility,  the  same  shall  not  become  effective  until  it  shall  have  been 
adopted  by  this  Commission. 

"Where  any  rate,  charge  or  classification  of  any  public  utility,  in 
effect  on  July  1,  1913,  is  discriminatory,  such  public  utility  must 
forthwith  abandon  such  discriminatory  rate,  charge  or  classification 
and  hereafter  conform  to  the  provisions  of  an  act  entitled  'A71  Act 
to  Provide  for  the  Regulation  of  Public  Utilities,'  approved  June  30, 
1913,  and  effective  January  1,  1914,  and  particularly  to  Sections 
37,  38  and  39  of  Article  IV  of  said  act. 
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224.5 — Rates  Fixed  by  Contract. 

"Where  any  public  utility  doing  business  in  this  State  is  required 
by  the  terms  of  any  franchise  ordinance  granted  to  it  by  a  munici- 
pality to  furnish  service  to  such  municipality  in  consideration  of  its 
franchise,  such  public  utility  shall  observe  such  franchise  requirements 
until  otherwise  ordered  by  this  Commission.  This  Commission 
reserves  the  right  to  inquire  into  the  reasonableness  and  sufficiency 
of  any  such  franchise  requirement  and  to  disregard  the  same  when- 
ever the  rates  and  charges  of  any  such  public  utihty  shall  be  hereafter 
considered  and  determined  by  this  Commission. 

"7^  is  ordered,  That  this  ruling  be  designated  as  Conference  Ruling 
No.  14,  and  that  the  same  be,  and  it  is  hereby,  substituted  for  Con- 
ference Ruling  No.  7  of  this  Commission,  which  was  approved  March 
27,  1914,  which  Conference  Ruling  No.  7  is  hereby  repealed." 


FLORIDA 


224 . 5 — Rates  Fixed  by  Contract. 

Free  or  Reduced  Rate  Telephone  Service  to  a  Municipality  in 
Pursuance  of  a  Franchise  Contract.  Opinion  of  Counsel  For  the 
Florida  Railroad  Commissioners.     September  11,  1914. 

"Is  it  lawful  for  a  telephone  company  to  grant  free  or  reduced  service  in 
pursuance  of  a  franchise  contract! 

"Since  my  opinion  dated  July  9,  1914,  upon  the  Southern  Bell  Tele- 
phone and  Telegraph  Company's  statement  of  full  and  part  concess- 
sions,  the  question  has  been  raised  by  several  telephone  companies 
as  to  the  validity  of  their  action  in  granting  free  or  reduced  service 
to  municipalities  where  the  company's  franchise  as  originally  granted 
by  a  municipality  contains  a  requirement  of  such  free  or  reduced 
service  to  the  municipality. 

"In  my  opinion  this  question  is  answered  by  the  United  States 

Supreme  Court  in  the.  Mottley  case L.  &  N.  R.  R.  Co.  v.  Mottley 

219,  U.S.  467. 

"Here  the  Supreme  Court  denies  the  right  to  issue  passes  forbidden 
by  a  legislative  act,  even  though  such  passes  are  provided  for  by  a 
solemn  contract  based  upon  a  valuable  consideration.  What  is  said 
by  the  court  in  reference  to  that  contract  is,  so  far  as  I  am  able  to 
discern,  fully  applicable  to  a  franchise  contract  and  I  must  conclude 
that  the  allowance  of  free  or  reduced  service  which  is  forbidden  by 
the  act  of  the  legislature  cannot  be  validated  by  a  pre-existing  fran- 
chise contract. 
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"In  the  Mottley  case  the  contention  was  made  that  the  agreement 
between  Mottley  and  the  railroad  company  constituted  a  contract 
which  was  inviolable,  and  manifestly  there  is  nmch  to  be  said  in 
behalf  of  that  contention.  The  arguments  advanced  by  the  court 
in  overruling  that  contention  would  in  my  opinion  logically  lead 
to  overruling  many  opinions  of  the  Supreme  Court  if  strict  con- 
sistency had  to  be  observed.  But  I  can  only  accept  the  law  as  it  is 
laid  down  by  the  Court  and  to  my  mind  it  is  clearly  against  the 
allowance  of  free  or  reduced  service  based  upon  franchise  contracts." 


CALIFORNIA 


783— Safety  of  Service. 

W.  S.  JuNKiN  V.  Pacific  Gas  and  Electric  Company.  Decision  of 
the  California  Railroad  Commission,  November  7,  1914. 

The  complainant  alleges  that  the  defendant  company,  operating  an 
electric  transmission  and  distribution  system,  does  not  properly  protect 
its  transmission  mains,  thereby  greatly  endangering  life  and  property. 
After  investigation,  it  was  found  that  although  this  company  has  taken 
considerable  steps  to  safeguard  their  employees  and  the  public,  certain 
additional  steps  should  be  taken  to  properly  protect  their  high  power 
transmission  line.  The  defendant  was  given  thirty  days  in  which  to 
submit,  for  the  approval  of  the  commission,  plans  for  the  installation 
of  additional  safety  devices. 

The  Commission's  electrical  engineer  was  also  directed  to  fully  invest- 
igate the  matter  of  physical  hazard  due  to  the  construction,  operation 
and  maintenance  of  electric  lines  and  apparatus  of  dangerous  potential 
and  to  report  to  the  commission  the  result  of  such  general  investigation 
with  a  veiw  to  requiring  all  utilities  of  this  nature  to  comply  with  such 
reasonable  safety  reciuirements  as  may  be  deemed  necessary. 


LOUISIANA 


781 — Adequacy. 


ViCKSBURG,  Shreveport  &  PACIFIC  Railroad  Company.  Application 
for  Authority  to  Discontinue  Certain  Trains.  Decision  of  the  Louisi- 
ana Railroad  Commission,  Granting  the  Apphcation.  December  15, 
1914. 

In  granting  the  application  of  the  railroad  company  for  authorit}'  to 
discontinue  certain  of  its  trains,  the  Commission  said: 
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"It  should  be  borne  in  mind  that  during  times  of  great  public  stress 
such  as  at  present,  every  class  of  business  is  retrenching,  and  the 
corporation  managers  who  are  responsible  for  the  proper  operation 
ancl  conduct  of  the  great  transportation  lines  must  look  to  the 
husbanding  of  resources,  in  order  that  these  great  developers  of  our 
resources  shall  not  go  backwards,  but  shall  continue  to  improve  and 
advance. 

"The  Commission  must  consider  and  act  upon  all  applications  for 
relief  from  its  rules,  regulations  or  orders  when  changed  or  altered 
conditions  cause  them  to  be  oppressive  and,  in  fairness  to  all,  must 
grant  relief.  The  public  can  at  all  times  come  to  the  Commission 
when  train  service  is  inadequate,  or  the  carriers  fail  to  provide  that 
which  is  necessary.  Holding  these  views,  the  Commission  has  care- 
fully considered  this  application  with  a  realization  that  the  public 
looks  to  it  for  protection  against  unfairness  and  also  that  the  carrier 
is  entitled  to  its  full  measure  of  justice."    .     .     . 


REFERENCES 

COURT  DECISION  REFERENCES. 


112 — Franchises. 

Hatfield  v.  People's  Water  Co.  et  al.  Decision  of  the  District 
Court  of  Appeal,  First  District,  California.  September  23,  1914, 
144  Pacific  300. 

The  plaintiff  appeals  from  a  judgment  for  defendants  in  an  action  to  have  the 
franchises  and  waterworks  of  the  defendant  declared  forfeited  to  the  City  of 
Oakland.  The  action  is  prosecuted  by  the  plaintiff  in  his  capacity  as  a  private 
citizen;  and  the  gist  of  his  complaint  is  that  he,  as  a  water  rate  payer  in  the  city 
of  Oakland,  was  overcharged  the  sum  of  $3.67|  by  the  defendant  Contra  Costa 
Water  Company,  during  a  specified  six  months  preceding  the  commencement  of 
the  action. 

The  plaintiff's  right  as  a  water  rate  payer  to  institute  and  maintain  the  action 
is  rested  solely  upon  the  provision  of  section  7  of  the  act  of  March  7,  1881. 

"It  is  the  contention  of  the  defendants  that  the  act  last  referred  to  is  uncon- 
stitutional in  so  far  as  it  purports  to  confer  upon  a  water  rate  payer  the  power 
to  compel  a  forfeiture  of  the  franchises  and  works  of  a  water  company  because 
of  an  alleged  overcharge.  We  are  of  the  opinion  that  the  contention  is  well 
taken  and  must  be  sustained.  The  legislative  act  in  question,  in  so  far  as  its 
forfeiture  clause  is  concerned,  is  inconsistent  with  and  in  contravention  of 
that  provision  of  the  Constitution  which  regulates  the  establishment  of  water 
rates.     .     .     . 
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"The  Constitution,  it  will  be  noted,  provides  that  the  offending  company 
shall  forfeit  its  franchises  and  waterworks  for  public  use  to  the  city  where 
the  excess  rates  are  collected.  Clearly,  therefore,  only  two  parties  can  be 
said  to  be  interested  in  the  procurement  of  the  forfeiture  provided  for  in  the  Con- 
stitution, viz.,  the  state  in  the  first  instance,  and  secondly,  the  city  where 
an  excess  rate  may  have  been  collected.  Obviously  the  state  is  primarily 
and  directlj'  interested  because  it  is  the  sovereign  power  from  whom  the  water 
company  derives  its  charter  and  franchises  (Const.  §21,  art.  1);  and  manifestly 
the  city  where  the  excess  rate  has  been  collected  is  also  interested  because 
it  is  by  the  Constitution  expressh-  made  the  beneficiary  of  anj'  forfeiture  which 
maj'  be  desired  and  declared  at  the  behest  of  the  state.     .     .     . 

"In  other  words,  the  revocation  of  corporate  charters  and  franchises  is  a  sov-* 
ereign  right  which  can  be  exercised  only  by  the  state  or  in  its  name.     .     .     . 

"The  judgment  appealed  from  is  affirmed." 

112 — Franchises. 

Town  of  Gassaway  v.  Gassaway  Gas  Co.  Decision  of  the  Supreme 
Court  of  Appeals  of  West  Virginia.  October  6,  1914.  83  South- 
eastern 189. 

The  defendant  company  supph'ing  natural  gas  for  light  and  fuel  applied  to  the 
mvmicipality  for  a  change  in  its  franchise  to  provide  an  increase  in  rates.  The 
application  was  denied  and  the  company  gave  notice  it  would  discontinue  the 
supply  of  natural  gas.  The  Town  applied  for  and  received  a  temporary,  and 
finally,  a  permanent  injunction  restraining  the  compan}'  from  discontinuing  service, 
from  which  decree  the  companj^  appealed.     The  court  holds: 

"A  public  service  corporation  can  not  arbitrarily  cease  to  do  that  which  the 
public  is  rightly  depending  on  it  to  do.  It  cannot  cease  its  service  merely 
because  the  municipalitj'  which  granted  the  franchise  will  not  accede  to  its 
desire  to  charge  a  higher  rate.  The  reason  assigned  by  the  defendant  company 
for  the  threatened  act,  a  failure  of  the  gas  supply,  is  by  no  means  sustained 
by  the  record.  Defendant  has  shown  nothing  which  in  law  or  equity  would 
excuse  it  in  summarily  ceasing  the  service.  It  still  retains  the  franchise.  As 
long  as  it  retains  the  franchise,  as  long  as  the  obligations  directly  or  impliedly 
arising  therefrom  remain,  it  must  render  the  service  it  agreed  to  render  by 
the  application  for  the  franchise  and  the  acceptance  of  the  same.  .  .  . 
"Though  in  the  answer  it  was  propo.sed  to  surrender  the  franchise,  yet  no 
corporate  act  in  that  direction  was  shown.  The  answer,  merely  in  the  name 
of  the  defendant  corporation  by  its  president  and  its  attorney,  not  even  under 
the  seal  of  the  coiporation,  could  not  operate  as  a  surrender  of  the  franchise. 
That  such  representatives  might  file  an  answer  for  the  corporation  must  be 
conceded.  But  that  they  may  surrender  a  valuable  franchise  held  by  the 
corporation,  without  showing  that  by  some  proper  corporate  action  they 
were  authorized  to  do  so,  cannot  be  maintained.  The  answer  was  absolutely 
void  of  a  showing  that  the  corporation  holding  the  franchise  had  given  back 
the  same  to  the  public." 

138— Contracts. 

Macon  Ry.  &  Light  Co.  v.  Palace  Amusement  Co.  Decision  of  the 
Supreme  Court  of  Georgia.  September  22,  1914.  83  Southeastern 
105. 

The  foUowing^is  the  syllabus  of  the  court: 

"The  Palace  Amusement  Company  operated  a  moving   picture    theater  in 
the  city  of  Macon.     On  May  21,  1912,  it  contracted  with  the  Macon  Railway 
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&  Light  Company  for  the  electric  current  for  operating  its  motion  picture 
machine  and  for  lighting  the  theater.  The  contract  was  for  the  entire  electric 
service  for  a  period  of  five  years  from  the  date  of  the  contract.  On  ^Nlay  29, 
1913,  the  Amusement  Companj'  made  a  new  contract  for  electric  current  with 
the  Georgia  Public  Service  Coiporation,  and  on  May  30,  notified  the  Macon 
Railway  &  Light  Company  to  discontinue  service  under  its  contract  on  and 
after  June  1,  1913.  On  Jime  2d,  the  wires  of  the  Macon  Railway  &  Light  Com- 
pany were  disconnected  from  its  place  of  business  and  the  wires  of  the  Georgia 
Public  Service  Corporation  were  connected  and  current  supplied  by  that 
company.  On  June  6th,  four  days  after  the  Georgia  Public  Service  Corpora- 
tion began  furnishing  current  a  petition  for  injunction  was  filed,  and  a  restrain- 
ing order  was  granted.  This  order  restrained  the  Amusement  Company 
'from  doing  any  of  the  acts  complained  of  in  the  petition,  alleged  to  be  in  vio- 
lation of  the  contract,  and  especially  from  using  electric  service  from  any  other 
source  than  from  said  petitioners.'  The  Amusement  Company  filed  its  peti- 
tion, setting  up  the  facts  as  hereinbefore  recited,  and  praying  that  the  re- 
straining order  might  be  modified  so  as  to  permit  it  to  continue  to  use  the 
current  of  the  Georgia  Public  Service  Coiporation  pending  the  hearing.  Upon 
this  petition  an  order  was  passed  requiring  that  the  restraining  order  be  mod- 
ified 'so  as  not  to  interfere  with  or  modify  the  status  as  the  same  existed  at  the 
time  the  order  was  served.'  This  modification  had  the  effect  of  allowing 
defendant  to  discontinue  the  service  of  the  plaintiff  company  and  the  con- 
nection of  its  wires,  and  of  permitting  the  Amusement  Company  to  use  the 
current  of  electricitj-  furnished  by  the  Georgia  Public  Service  Corjiora- 
tion,  which  was  in  effect  refusing  the  injunction.  Held  that,  while  there  was 
no  proof  showing  any  failure  upon  the  plaintiff's  part  to  comph'  with  its  con- 
tract, the  court  did  not  err  in  refusing  the  injimction.  Lender  the  facts  of  this 
case,  suit  for  damages  would  afford  an  adequate  remedy  for  a  breach  of  the 
contract  on  the  part  of  the  defendant." 

244 — Rehearings  and  Appeal. 

Louisville  &  N.  R.  Co.  et.  al.  v.  United  States  et  al.  Decision  of 
the  District  Court,  M.  D.  Ten'nessee,  Nashville  Div.  September 
1,  1914.     216  Federal  672. 

In  this  decision  the  court  discusses  the  right  to  review  orders  of  the  Interstate 
Commerce  Commission  and  the  holding  is  in  part  as  follows: 

"It  is  true  that  if,  upon  the  facts  found  by  the  Commission,  its  conclusion 
therefrom  plainh^  involves  an  error  of  law,  as  where  it  rests,  under  the  un- 
disputed facts,  upon  an  erroneous  construction  of  the  Act  to  Regulate  Commerce, 
an  order  made  by  the  Commission  based  upon  such  error  of  law  is  subject  to 
judical  review.     ... 

"Obviously,  however,  this  rule  does  not  authorize  the  court  to  review,  as  in- 
volving an  error  of  law,  the  conclusion  of  the  Commission  upon  a  question  of 
fact  as  to  the  reasonableness  or  unreasonableness  of  a  given  rate,  depending 
upon  a  consideration  of  the  weight  to  be  given  the  various  evidential  facts 
found  by  it.  The  court  cannot  review  the  conclusion  of  the  Commission  on 
questions  of  fact,  or  substitute  its  judgment  for  that  of  the  Commission  upon 
matters  of  fact  within  the  Commission's  province.  .  .  And  accordingly  it 
is  well  settled  that  where  all  the  evidence  introduced  before  the  Commission 
is  exhibited  to  the  court,  its  conclusion  of  fact  that  a  given  rate  is  reasonable 
or  unreasonable,  will  be  accepted  by  the  court  as  final  and  not  reviewed  upon 
the  weight  of  the  evidence,  unless  either  there  is  no  substantial  evidence  sup- 
])orting  such  conclusion  or  such  conclusion  is  contrary  to  the  indisputable 
character  of  the  evidence;  in  which  cases  the  conclusion  involves  an  error  of 
law  and  is  therefore  reviewable  bv  the  court." 
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COMMISSION  DECISIONS 

COMPILATION  OF  RULES  AND  REGULATIONS  IN 
RE  CUSTOMER'S  DEPOSITS. 

580 — Terms  and  Conditions. 

The  folloT\'ing  is  a  compilation  of  the  holdings  of  commissions  in  regard 
to  the  practice  of  public  service  companies  in  requiring  of  customers 
a  guarantee  deposit  before  furnishing  service: 

ARIZONA 

(1)  In  an  in\'estigation  of  the  rates  of  the  Tucson  Gas  Electric  Light 
and  Power  Company  the  Commission  inquired  into  the  practice  of  the 
Company  in  requiring  a  guarantee  deposit  before  furnishing  gas  and 
electric  service,  and  the  decision  contains  the  following  discussion  of 
the  company's  practice: 

"Many  consumers,  or  prospective  consumers,  make  application  to  the 
respondent  for  service  which  must  be  rendered  for  approximatel}^ 
one  month  before  payment  therefor  is  demanded,  and  in  some  in- 
stances, through  oversight,  negligence  or  other  reasons,  certain 
consumers  may  not  pay  for  such  expense  of  serxice.  If  payment  is 
not  secured  from  consumers,  respondent  must  secure  its  revenue 
from  other  sources,  and  it  is  self-evident  that  the  only  other  source 
is  from  paying  consumers. 

"It  appears  that  the  respondent  at  this  time  recjuires  such  consumers 
as  are  not  personally  Ioioato  to  it,  or  who  are  not  owners  of  property 
in  Tucson  or  \'icinity,  to  make  a  deposit  of  $5.00  for  residence  service, 
SIO.OO  for  stores,  and  varying  amounts  for  certain  other  classes  of 
service,  such  deposits  being  an  estimate  of  the  consumption  of  such 
consumers  during  a  period  of  about  two  months.  Such  deposit  is 
deemed  fair  l\v  this  Commission,  because  if  it  were  not  required  and 
the  respondent  should  suffer  loss  from  service  unpaid  for,  such  loss 
would  directly  react  upon  the  remaining  consumers. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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The  question  has  been  raised  as  to  the  reasonableness  of  requiring 
the  respondent  to  pay  interest  to  consumers  making  deposit.  This 
Commission  has  no  opinion  in  the  premises  in  view  of  recent  legisla- 
tion, and  we  must  require  the  respondent  to  observe  the  statutes 
of  the  State  with  reference  to  interest  to  be  paid  on  consumers' 
deposits."  (I.  E.  Huffman,  Mayor,  et  al.,  vs.  Tucson  Gas,  Electric 
Light  and  Power  Company.     Decided  July  9,  1913.) 

(2)  In  a  decision  rendered  May  1,  1914,  the  Commission  fixed  a 
schedule  of  water  rates  for  the  Granite  Springs  Water  Company. 
The  schedule  provided  that  the  company  might  demand  a  consumer's 
deposit  not  to  exceed  $5.00  for  residence  service  and  $10. 00  for  business 
service,  8  per  cent,  interest  to  be  paid  thereon. 

(3)  The  Commission  has  made  the  following  holding  in  regard  to 
the  requirement  of  an  advance  deposit  by  a  telephone  company: 

"Telephone  companies  are  in  the  broad  sense  entitled  to  advance 
payment  for  exchange  rental.  Such  payment  shall  normally  not 
exceed  the  next  ensuing  month's  rental. 

"Exchange  rentals  may  be  collected  for  three  months  in  advance 
where  extraordinary  construction  for  installation  is  necessary,  or 
where  the  credit  of  the  prospective  subscriber  falls  in  Class  C  as 
provided  in  Paragraph  3  hereof.  (The  basis  on  which  extraordinary 
construction  for  installation  is  based  shall  be  as  follows:  Where 
for  the  installation  it  is  necessary  to  expend  the  sum  of  $35.00  or 
more  for  the  purpose  of  completing  overhead  construction  to  the 
point  telephone  service  is  desired.) 

"A  system  of  credits  along  the  lines  here  indicated  may  be  adopted 
by  the  telephone  companies. 

"Class  A. — Shall  consist  of  corporations  and  concerns  whose  book- 
keeping methods  require  the  auditing  of  accounts  before  payment, 
and  Federal,  state,  county  and  municipal  accounts. 

"Class  B. — Shall  consist  of  those  who  in  the  past  have  met  their 
obligations  to  the  telephone  companies  promptly. 

"Class  C.^ — Should  include  those  subscribers  who  have  defaulted  or 
failed  in  the  past  to  meet  their  legitimate  telephone  bills  and  whose 
telephones  have  necessarily  been  disconnected  for  non-payment  of 
service  bills. 

"Payments  for  service  from  those  entitled  to  Class  A  credit  rating 
may  be  delayed  for  a  period  not  exceeding  ninety  days  from  pres- 
entation of  account.  Payments  of  service  from  those  entitled  to 
Class  B  credit  rating  may  be  required  for  exchange  service  in  advance 
or  during  the  current  month  of  the  furnishing  of  such  service  and  for 
toll  service  and  miscellaneous  charges  of  the  previous  month.  Pay- 
ment for  service  from  those  entitled  to  Class  C  credit  rate  may  be 
required  for  one  month  in  advance  and  for  toll  and  miscellaneous 
charges  of  the  previous  month,  and  where  such  tolls  and  miscel- 
laneous charges  exceed  the  sum  of  $5.00  in  any  one  month  an  advance 
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deposit  of  this  amount  may  be  required  after  the  first  month.  In 
extreme  cases  Class  C  subscribers  who  have  failed  to  meet  their 
bills  for  legitimate  toll  service  rendered  theretofore  may  be  refused 
toll  service  except  upon  advance  cash  payments  sufficient  to  cover 
the  service  charges  for  each  individual  toll  message." 

(Application  of  the  Mountain  States  Telephone  and  Telegraph  Co. 
Decided  October  30,  1913.) 

CALIFORNIA 

(1)  "The  applicant  asks  the  Commission  also  for  permission  to 
charge  his  patrons  a  deposit  of  $5.00,  returnable  after  one  year,  with 
interest  at  6  per  cent.,  as  a  guarantee  that  subscribers  will  retain 
service  for  that  period.  So  many  complaints  have  reached  the 
Commission  from  the  patrons  of  various  utilities  in  this  State  with 
reference  to  deposits  that  the  Commission  will,  in  the  near  future, 
institute  proceedings  calling  into  question  the  reasonableness  of  this 
practice,  and  while  not  denying  the  right  of  public  utilities  for 
reasonable  protection  against  possible  losses,  I  deem  it  advisable  to 
withhold  this  permission  for  the  present."  (Application  of  0.  F. 
Goodrich.     Decided  April  28,  1914.) 

(2)  "As  to  requiring  a  deposit,  we  feel  that  the  need  of  such  deposit 
should  be  plain.  Anything  which  adds  to  the  burdens  of  the  patrons 
of  a  utility  without  being  of  substantial  benefit  to  the  utility  should, 
of  course,  not  be  required,  and  any  payment  which  adds  to  the 
burdens  of  the  patrons  of  the  utility  which  the  utility  has  not  a 
plain  right  to  exact,  will  not  by  this  Commission  be  approved.  We, 
therefore,  reject  the  application  to  require  a  deposit  of  any  sum  in 
the  nature  of  a  guarantee,  and  telephone  service  shall  be  rendered 
upon  application  and  on  the  signing  of  the  Company's  contract, 
which  contract  shall  be  subject  to  the  approval  of  the  City  of 
Pasadena. 

"We  would  suggest,  however,  that  this  Company  keep  a  detailed 
statement  as  to  any  losses  vv^hich  may  be  entailed  by  reason  of  its 
not  being  allowed  to  exact  a  guarantee,  and  if,  at  a  subsequent  date, 
it  appear  that  these  losses  are  sufficiently  large  to  vv^arrant  the 
imposition  of  a  deposit,  we  will  be  disposed  to  modify  this  decision 
and  order  in  this  regard."  (In  re  Application  of  Pacific  Tel.  and 
Telg.  Co.     Decided  July  13,  1912.) 

(3)  "I  believe  the  time  has  come  when  this  Commission  should  take 
a  stand  with  reference  to  the  deposit  for  telephone  service.  This 
practice,  as  it  has  been  carried  on  in  this  State,  has  always  amounted 
to  a  discrimination  against  the  poor  patrons.  The  company  has  at 
its  election  required  the  putting  up  of  a  deposit,  and  the  testimony 
shows  that  it  requires  this  deposit  of  those  whose  financial  ability 
it  questions,  who  are  usually  those  of  small  means.  Such  burden 
put  upon  the  subscriber  of  small  means  is  absolutely  unjustifiable, 
and  the  only  basis  upon  which  this  Commission  should  even  consider 
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the  toleration  of  the  continuance  of  this  practice  is  that  it  be  made 
absolutely  uniform  as  to  the  rich  as  well  as  to  the  poor;  the  large  users 
of  telephone  facilities,  as  well  as  the  small,  should  be  required  to  put 
up  a  deposit  which  would  have  a  proper  relationship  to  the  loss 
which  the  company  would  incur  if  the  telephone  is  only  used  for  a 
short  time  and  with  the  extensive  facilities  for  large  users  this  loss 
would  be  greater,  and  the  deposit  required  should  be  likewise  greater." 
(City  of  San  Jose  vs.  Pacific  Telephone  and  Telegraph  Company, 
1913.     California  Railroad  Commission  Reports,  Vol.  3,  p.  720,  734.) 

IDAHO 

(1)  The  Pocatello  Gas  and  Power  Company  applied  to  the  Commission 
for  authority  to  change  its  schedule  of  rates,  rules  and  regulations  on 
less  than  statutory  notice  provided  by  law.  One  change  in  the  rules 
required  a  minimum  deposit  of  $3 .  00  per  month  to  be  made  by  all  non- 
property  owners  as  a  guarantee  to  the  applicant  that  its  bill  for  service 
will  be  paid.  The  rule  further  provided  that  interest  be  allowed  on 
such  deposit  at  the  rate  of  8  per  cent,  per  annum.  The  Commission 
held  that  there  was  sufficient  ground  for  allowing  such  change  and 
ordered  the  changes  put  in  effect.  (Application  of  Pocatello  Gas  and 
Power  Co.     Decided  January  24,  1913.) 

MARYLAND 

(1)  The  Commission  approved  the  following  rule  of  the  Havre  De 
Grace  Electric  Company: 

"When  the  service  is  discontinued  and  the  apparatus  removed  because 
of  the  non-payment  of  the  bills  when  due,  and  the  customer  there- 
after desires  to  be  again  connected  and  served  with  electric  energy, 
the  cost  of  such  removal  and  re-establishing  of  the  said  apparatus 
shall  be  at  his  expense.  A  deposit  double  the  amount  of  the  probable 
monthly  bill,  will  be  required  as  a  guarantee  that  all  future  monthly 
bills  shall  be  promptly  paid."  (Havre  De  Grace  vs.  Havre  De  Grace 
Electtic  Co.     Decided  November  28,  1913.) 

MISSOURI 

(1)  The  Commission  investigated  the  practice  of  the  Scott  and  Nevada 
Light,  Heat  and  Power  Company  as  to  requiring  deposits  before  fur- 
nishing gas,  water  and  electric  service  and  the  decision  contains  the 
following  discussion: 

^'The  Right  to  Require  Cash  Deposit  or  Personal  Security. — We 
now  come  to  the  question  whether  a  rule  requiring  a  minimum 
cash  deposit  in  advance  as  an  advance  payment  or  a  personal  guar- 
antee of  the  signature  of  a  person  known  to  be  responsible  wherever 
the  applicant  consumer  is  unknown  or  known  to  be  irresponsible, 
is  a  reasonable  and  just  rule  and  regulation  to  be  adopted  by  the 
public  service  corporations — such  as  defendant,  who  are  engaged  in 
serving  the  public  in  this  State.  This  question  is  an  important  one, 
as  its  determination  will  not  only  affect  defendant,  but  all  public 
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service  corporations  of  this  State  which  are  now  engaged  in  serving 
the  public  by  furnishing  water,  gas,  electricity,  or  other  public 
service. 

"Wyman  on  Public  Service  Corporations,  Section  434,  states  the 
rule  and  the  reason  therefor  as  follows: 

"  'In  respect  to  many  services  it  will  be  seen  that  the  rule  in  its 
simple  form  that  paj-ment  for  the  service  asked  must  be  made  in 
advance  is  not  workable,  for  it  cannot  be  knoA\ai  in  advance  how 
much  service  will  be  taken.  This  is  particularly  true  of  measured 
service,  whether  gas,  water,  electricity  or  telephone — to  name  four 
prominent  instances  of  this  situation.  The  happy  solution  of  this 
problem  has  been  to  permit  these  companies  to  demand  a  reasonable 
deposit  in  advance  to  cover  expected  reply.' 

"The  same  writer,  after  stating  that  there  are  but  few  court  decisions 
as  to  the  reasonableness  of  the  amount  of  cash  deposit  to  be  required 
reaches  this  conclusion  (Section  344) : 

"  'It  seems  clear  that  the  amount  of  deposit  which  may  be  required 
is  what  would  ordinarily  be  sufficient  to  cover  the  expected  use  in 
the  usual  period  for  which  bills  are  rendered.' 

"The  Wisconsin  Railroad  Commission  passed  on  this  question  in 
Berend  vs.  Wisconsin  Telephone  Company,  4  R.  C.  Rep.  150,  in 
which  the  Commission  very  clearly  announces  this  as  the  equitable 
and  just  rule  to  permit  public  sernce  corporations  to  adopt.  (Quoted 
under  Wisconsin  No.  1.) 

"In  the  case  of  Cedar  Rapids  Gas  Light  Company  vs.  City  of  Cedar 
Rapids,  120  N.  W.  I.e.  971,  the  Supreme  Court  of  Iowa  said: 

"  'That  such  corporations  may  adopt  rules  and  regulations  for 
the  transaction  of  their  business  is  well  settled  by  authority.  Shep- 
hard  vs.  Gas  Light  Companv,  6  Wis.  539,  70  Am.  Dec.  479;  Tacoma 
Hotel  Company  vs.  Tacoma  Water  Co.,  3  Wash.  St.  316,  28  Pac. 
516,  14  L.  R.  A.  669,  28  Am.  St.  Rep.  35;  Harbison  vs.  Knox ville 
Water  Companv  (Tenn.  Ch.),  53  S.  W.  993;  Williams  vs.  Mutual 
Gas  Company,  52  Mich.  499,  18  N.  W.  236,  50  Am.  Rep.  266. 

"  'In  each  of  these  cases  a  rule  requiring  security  or  deposit  of  money 
in  advance  was  approved.  Of  course,  such  rules  must  be  reasonable 
and  not  impose  an  undue  burden  on  the  consumer.' 

"Again  in  the  same  case  (I.e.  971-2): 

"  'The  Company  may  not  base  a  rule  on  the  theory  that  the  people 
as  a  whole  are  dishonest,  but  it  has  the  right  to  adopt  a  rule,  which, 
while  gi^ing  the  honest  citizen  what  he  pays  for,  will  prevent  the 
dishonest  from  getting  that  which  he  \vi\\  ne\-er  pay  for.  See  Har- 
bison ^'s.  Knoxville  Water  Company,  supra.  That  the  company 
may  establish  a  rule  exacting  payment  in  advance  in  reasonable 
amounts,  or  the  deposit  of  security,  at  least  is  fully  settled  by  the 
authorities,  and  it  would  seem  that  the  requirement  of  security  or 
deposit  of  money  in  advance  would  be  quite  as  effective  in  enforcing 
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prompt  payments,  and  more  so  in  avoiding  bad  debts  than  an  increase 
in  price  upon  failure  to  pay  by  a  time  stated,  and  it  does  not  appear 
that  collecting  through  such  method  or  some  other  reasonable 
method  that  may  be  devised  not  obnoxious  to  the  ordinance  would 
entail  greater  expense  on  the  company  than  under  that  of  allowing 
discounts.  At  any  rate,  we  cannot  assume  in  advance  that  con- 
sumers will  not  comply  with  such  reasonable  rules  for  the  security 
of  the  company  as  may  be  embodied  in  their  contracts,  nor,  in  the~ 
absence  of  satisfactory  proof,  that  unusual  expense  will  be  incurred 
in  collecting  the  price  of  the  gas  sold.' 

"  'Again  in  the  more  recent  case  of  Phelan  vs.  Boone  Gas  Company, 
125  N.  W.  I.e.  209,  the  same  court,  again  discussing  the  same  ques- 
tion, spoke  as  follows: 

"  'Corporations  or  persons  who  undertake  to  supply  a  demand 
which  is  'affected  with  a  public  interest'  are  not  a  law  unto  them- 
selves, but  are  required  to  supply  all  alike  who  are  alike  situated, 
and  are  not  permitted  to  discrimmate  in  favor  of  or  against  any. 
By  accepting  from  the  city  the  franchise  to  lay  pipes  and  mains  in 
the  streets  and  alleys  and  through  them  furnish  the  inhabitants  and 
the  pubhc  with  fuel,  illuminating  and  power  gas,  the  company 
assumed  a  public  duty.  That  duty  was  to  supply  gas  at  reasonable 
rates  to  all  the  inhabitants  of  the  city,  and  to  charge  each  the  same 
price  and  furnish  on  the  same  terms  as  it  did  to  every  other  for 
like  ser\'ice  under  the  same  or  similar  conditions.  Haugon  vs. 
Albina  Light  and  Water  Company,  21  Or.,  411;  28  Pac,  244;  14 
L.  R.  A.,  424.  Williams  vs.  Mutual  Gas  Company,  52  Mich.,  499; 
18  N.  W.,  236;  50  Am.  Rep.,  266.  Shepard  vs.  Milwaukee  Gas 
Light  Company,  6  Wis.,  539;  70  Am.  Dec,  479.  Owensboro  Gas 
Companv  vs.  Hildebrand  (Kv.),  42  S.  W.,  351.  American  Water- 
works Company  vs.  State,  46'Neb.,  194;  64  N.  W.,  711,  30  L.  R.  A., 
447;  50  Am.  St.  Rep.,  610.  See  Huffman  vs.  Telephone  Company, 
121  N.  W.,  1033.  Such  a  company  may  adopt  reasonable  rules  or 
regulations  for  the  management  of  its  affairs.  Cedar  Rapids  Gas 
Light  Company  vs.  City  of  Cedar  Rapids,  120  N.  W.,  966.  The 
evidence  disclosed  that  it  has  been  the  custom  to  exact  a  money 
deposit,  or  the  signature  of  a  person  laiown  to  be  responsible,  when- 
ever the  applicant  was  unknoA\ai,  or  knoAvn  to  be  irresponsible.  The 
delivery  of  gas  necessarily  is  its  consumption.  The  amomit  can 
only  be  ascertained  as  consumed.  The  company  is  bound  to  furnish 
on  application,  and  it  is  but  just  that  it  be  not  compelled  to  supply 
unkno^vn  or  irresponsible  persons  therewith  without  assurance  in 
some  form  that  it  will  receive  compensation.  The  adoption  of  a 
formal  rule  exacting  security  seems  unnecessary  if  there  is  a  well 
established  custom,  as  appears  in  this  case,  to  exact  security  as 
stated.  The  evidence  discloses  that  this  had  always  been  customary 
with  the  company.  In  such  a  case,  the  custom  has  the  force  of  a 
rule  or  regulation.  Of  course,  it  could  not  impose  different  terms 
according  to  whim  or  caprice,  but  must  treat  all  consumers  in  like 
situations  alike.     As  said  in  the  Cedar  Rapids  Gas  Light  Case,  the 
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company  may  not  base  a  rule  on  the  theory  that  the  people  as  a 
whole  are  dishonest,  but  it  has  the  right  to  adopt  a  rule  which, 
while  giving  the  honest  citizen  what  he  pays  for,  will  prevent  the 
dishonest  from  getting  that  which  he  ■will  never  pay  for.  Appellee 
argues  that  the  custom  in  any  event  is  unreasonable  and  unjust,  in 
that  no  definite  test  is  fixed  for  determining  from  whom  security 
shall  be  exacted,  all  being  left  to  the  company's  agents.  It  is 
unnecessary  to  pass  on  this  point,  for,  conceding  the  validity  of 
the  regulation,  we  agree  with  the  trial  court,  that  it  was  not  resorted 
to  in  good  faith.  Prior  to  the  suit  in  the  justice  court,  no  question 
had  been  raised  concerning  the  plaintiff's  responsibility.  He  had 
paid  his  bills  promptly.  Immediately  thereafter  the  company's 
manager  instructed  the  employes  not  to  reinstate  Phelan's  meter 
^^^thout  security,  and  on  the  trial  he  admitted  having  no  other 
reason  for  declaring  him  slow  in  his  accounts,  or  irresponsible,  than 
the  law  suit  in  which  the  court  adjudicated  the  company's  account 
had  been  paid.  In  retaliation,  rather  than  because  of  questioning 
plaintiff's  responsibility,  the  company  demanded  the  security.  In 
the  absence  of  any  evidence  to  the  contrary,  he, is  presumed  to  have 
been  responsible  for  obligations  undertaken,  and  the  district  court 
rightly  directed  the  issuance  of  the  writ  of  mandamus,  as  prayed.' 

"In  the  case  of  Turner  vs.  Revere  Water  Company,  171  Mass.  I.e. 
366,  the  Supreme  Court  of  that  State,  speaking  of  the  rule  imder 
consideration,  said: 

"We  have  also  no  doubt  that  a  water  company  may  demand  a 
deposit,  as  is  required  by  the  Boston  Gas  Light  Company,  where 
it  does  not  know  the  consumer.  This  was  held  to  be  reasonable 
in  the  case  of  a  gas  company  in  Williams  vs.  Mutual  Gas  Com- 
pany, 52  Mich.  499.  See  also  Shepard  vs.  Milwaukee  Gas  Light 
Company,  6  Wis.  539,  and  15  Wis.  318. 

"We  may  say  that  the  law  is  well  settled  that  a  private  corpor- 
ation which  procures  from  a  municipal  corporation  a  franchise 
for  supplymg  the  latter  and  its  inhabitants  with  water,  gas,  elec- 
tricity or  any  other  pubhc  utihty  service,  and  by  virtue  of  which 
franchise  it  is  permitted  to,  and  does  use  the  streets  and  alleys  of 
such  municipal  corporation  in  the  carrying  on  of  its  business,  becomes 
thereby  affected  with  a  public  use  and  assumes  a  public  duty. 
That  duty  is  to  furnish  such  water,  gas,  electricity  or  any  other 
public  utility  service  at  reasonable  rates  to  all  the  inhabitants 
of  the  municipal  corporation,  and  to  charge  each  inhabitant  for 
such  water,  gas,  electricity  or  other  public  utility  service  so  fur- 
nished, the  same  price  it  charges  every  other  inhabitant  for  the 
same  service  under  the  same  or  similar  conditions.  It  is  plain  to 
every  thinking  person,  and  is  recognized  by  both  courts  and  com- 
missions, that  if  some  of  the  consumers  of  any  public  service  cor- 
poration are  permitted  to  have  free  service  or  to  be  able  to  defeat 
the  payment  of  their  just  bills  for  such  service,  that  in  the  long 
run  those  who  do  pay  will  have  to  be  charged  with  the  losses,  sooner 
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or  later,  of  those  who  do  not  pay,  by  an  increase  in  their  respective 
rates. 

''We  feel  that  it  will  not  be  a  discrimination  under  the  pubhc  ser- 
vice law  of  this  State  to  permit  the  defendant  company  to  be  allowed 
to  exercise  its  discretion  in  deciding  whether  it  is  necessary  to 
require  the  deposit  or  personal  guarantee  of  each  and  every  consumer 
taking  service  from  the  defendant. 

"The  great  weight  of  authority,  and  that  which  seems  to  be  more 
reasonable  to  us,  is  on  the  side  of  the  question  that  the  public  service 
corporation  should  be  granted  such  a  discretion,  and  that  the  ex- 
ercise of  such  discretion  is  not  a  discrimination  within  the  meaning 
of  the  statute  leveled  against  discrimination  as  to  rates  and  the 
service  rendered  by  such  pubhc  service  corporation. 

"The  case  of  Owensboro  Gaslight  Company  vs.  Hildebrand,  19  Ky. 
L.  Rep.  983,  lends  some  color  to  the  view  that  the  rule  should  be 
apphed  to  all  consumers  without  any  discretion  even  if  known  to 
be  absolutely  responsible.  By  a  careful  reading  of  this  case  it 
hardly  bears  out  that  view.  Evidence  in  that  case  disclosed  that 
no  regular  rule  whatever  had  been  adopted  and  we  think  the  court 
had  in  mind  that  the  public  service  corporation  could  not  apply 
one  rule  to  one  party  that  was  unknoAvn  to  it,  or  that  it  regarded 
irresponsible,  and  a  different  rule  to  another  person  coming  within 
that  same  class.  It  might  be  a  detriment  to  the  pubhc  to  require 
consumers  who  are  absolutely  responsible  and  known  to  be  so  to 
the  public  service  corporation,  to  require  them  to  comply  with  the 
rule  of  making  a  deposit,  for  if  such  consumer  who  is  given  the 
option  to  make  the  cash  deposit  or  give  the  personal  security,  should 
exercise  his  choice  and  make  the  cash  deposit,  the  defendant  com- 
pany would  be  required  to  pay  interest  on  all  such  cash  deposits. 
And,  of  course,  the  interest  paid  would  have  to  be  paid  from  the 
earnings  of  the  comapny  and  in  the  long  run,  become  a  useless 
charge  on  the  consumers. 

"We  feel  that  the  defendant  company,  as  well  as  all  other  public 
service  corporations  of  this  state  should  be  given  the  right  and 
discretion  to  invoke  the  so-called  deposit  rule  or  personal  guaran- 
tee. 

"It  was  well  said  in  the  case  of  Williams  vs.  Mutual  Gas  Company, 
52  Mich.  1.  c.  503. 

"  'The  duty  of  the  company  towards  the  citizen  and  that  of  the 
citizen  towards  the  company,  is  somewhat  reciprocal,  and  any  rule 
or  regulation  or  course  of  dealing  between  the  parties  which  does 
not  secure  the  just  rights  of  both,  ought  not  to  be  adopted,  and 
cannot  receive  the  sanction  of  the  courts.' 
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"The  Commission  holds  that  the  rule  hereinafter  set  out  is  a  reason- 
able rule  for  defendant  company  to  adopt  and  therefore  directs  that 
the  same  be  adopted  as  follows : 

"  'Defendant  company  supplying  water,  gas  or  electric  energy  may 
require  a  minimum  cash  deposit  or  advance  payment  or  a  personal 
guarantee  of  a  responsible  person,  from  each  customer  it  has  in 
the  City  of  Nevada  before  service  is  supplied;  provided  that  the 
consumer  shall  be  given  the  option  to  either  make  the  deposit  or 
give  the  personal  guarantee  in  lieu  of  such  cash  deposit;  and  pro- 
viding further  that  the  amount  so  required  or  guaranteed  shall  not 
exceed  the  estimated  monthly  bill  from  such  consumer.  Interest 
at  the  rate  of  6  per  cent,  per  annum,  payable  annually  (or  upon  the 
return  of  any  deposit  covering  the  item  of  the  deposit),  shall  be  paid 
b\  defendant  company  to  its  consumers  upon  every  deposit  so  re- 
quired. All  consumers  having  heretofore  made  cash  deposit  to 
defendant  company  shall  have  the  right  to  withdraw  such  deposit 
on  demand  on  his  furnishing  the  personal  guarantee  for  the  payment 
of  his  monthly  bill  as  herein  provided.' 

"We  feel  that  this  is  a  fair  and  just  rule  to  be  observed  between  the 
defendant  and  its  consumers.  With  the  adoption  and  enforce- 
ment of  the  above  rule  giving  the  option  to  all  customers  to  give 
the  personal  guarantee  instead  of  the  cash  deposit,  and  the  further 
right  to  take  down  any  cash  deposit,  heretofore  made  by  giving  the 
personal  guarantee,  such  customer  will  be  fully  protected  even 
should  defendant  prove  to  be  insolvent.  On  the  other  hand,  defend- 
ant will  have  its  guarantee  that  its  just  bills  will  be  paid  from  any 
consumer  who  is  unknown  to  defendant  or  who  may  be  regarded 
as  irresponsible.  All  defendant  is  entitled  to  is  the  payments  of 
its  just  bills.  No  obligation  is  resting  on  its  customers  to  make 
defendant  their  banking  institution  to  hold  any  money  for  them. 

We  feel  that  the  adoption  and  observance  of  such  a  rule  will  work 
both  to  the  advantage  and  harmonious  good  will  of  defendant's 
consumers  towards  it  and  the  just  protection  of  its  financial 
affairs  in  the  way  of  personal  guarantee  or  deposit  as  the  consumer 
may  wish.  To  require  defendant  to  keep  such  cash  deposits  as  a 
trust  fund  and  also  to  require  it  to  pay  six  per  cent,  interest  thereon, 
would  work  both  a  hardship  to  it  and  to  the  public.  We  think 
that  the  above  rule  giving  the  option  to  the  consumer  to  give  the 
personal  guarantee  instead  of  the  cash  deposit  and  the  right  to  take 
down  any  cash  deposit  heretofore  made,  fully  jorotects  the  interests 
of  each  consumer  in  the  premises."  (J.  J.  Cole,  et  al  vs.  The  Fort 
Scott  &  Nevada  Light,  Heat,  Water  &  Power  Co.  Decided  Nov. 
17,  1913.) 

(To  be  continued) 
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COMMISSION  DECISIONS 

PENNSYLVANIA. 

840 — Public  Operation. 

Petition  of  the  Borough  of  Gettysburg  For  Approval  of  Construction 
of  Electric  Plant  For  Municipal  Lighting  Service.  Decision  of  Penn- 
sylvania Public  Service  Commission,  Holding  that  its  Approval  is 
Not  Required  and  Dismissing  Petition  for  Lack  of  Jurisdiction.  Decem- 
ber 4,  1914. 

''The  Borough  of  Gettysburg  filed  a  petition  praying  for  a  Certificate 
of  Public  Convenience  evidencing  the  Commission's  approval  of  the 
construction  and  operation  by  the  said  Borough  of  an  electric  light 
plant  for  the  purpose  of  supplying  electricity  for  lighting  the  streets, 
alleys,  highways,  and  other  public  places  within  the  Borough,  'if 
such  a  certificate  is  necessary  and  required  by  the  Public  Service 
Company  law.'  A  protest  was  entered  by  the  Gettysburg  Light 
Company  and  a  hearing,  at  which  both  the  Petitioner  and  Respond- 
ent were  represented  by  counsel,  was  held  on  November  4,  to  de- 
termine the  preliminary  question  of  the  necessity  of  the  Borough 
to  obtain  the  approval  of  the  Commission  before  constructing  and 
operating  an  Electric  Light  Plant  for  furnishing  electricity  to  light 
its  streets  and  not  for  sale  to  others.     .     .     . 

"It  is  contended  by  the  Petitioner  in  this  proceeding  that  the  Bor- 
ough of  Gettysburg,  as  shown  by  the  ordinance  enacted  on  August 
26,  1914,  a  copy  of  which  is  attached  to  the  petition,  does  not  intend 
nor  has  it  the  power  under  said  ordinance  to  furnish  electricity  to 
the  public,  but  simply  for  its  own  use  in  lighting  the  streets  and  high- 
ways, and  for  this  reason  comes  within  the  terms  of  the  proviso 
contained  in  Section  I  of  Article  I  of  the  Public  Service  Company 
Law  which  reads  as  follows: 

"  'That  none  of  the  provisions  of  this  Act  shall  apply  to  the  gener- 
ation, transmission  or  distribution  of  electricity;  to  the  manufacture 
or  distribution  of  gas;  to  the  furnishing  or  distribution  of  water;  or 
to  the  production,  delivery  or  furnishing  of  steam,  or  any  other  sub- 
stance for  heat  or  power  by  a  producer  who  is  not  otherwise  a  public 
service  company,  for  the  sole  use  of  such  producer,  or  for  the  use  of 
tenants  of  such  producer,  and  not  for  sale  to  others.' 
"The  purpose  of  thife  proviso,  as  so  clearly  appears  from  the  lan- 
guage used,  was  to  exempt  from  every  and  all  of  the  provisions  of  the 
Act,  a  producer,  not  otherwise  a  public  service  company,  who  fur- 
nishes electricity,  gas,  water,  etc.,  for  his  own  use  and  not  for  sale 
to  others.  The  Borough  in  this  case  can  not  be  considered,  'other- 
wise a  Public  Service  Company'  for  the  reason  that  in  the  defini- 
tion of  the  term  'Public  Service  Company'  (Sec.  1,  Art.  I)  no  mem- 
tion  is  made  of  a  municipality. 

"The  Borough  of  Gettysburg  as  well  as  every  other  customer  of  the 
Gettysburg  Light  Company  has  the  right,  in  the  absence  of  a  con- 
tract, to  discontinue  the  service  furnished  by  the  said  Light  Com- 
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pany,  and  to  light  its  streets  by  means  of  candles,  oil  or  acetylene 
gas.  No  power  exists  in  this  Commission  to  compel  the  Borough  to 
take  the  service  furnished  by  the  Light  Company,  nor  can  it  deter- 
mine where  the  Borough  shall  buy  the  candles,  oil,  or  how  obtain 
the  acetylene  gas  it  might  desire  to  use  for  lighting  its  streets. 
We  can  see  no  distinction  between  a  municipality  generating  its  own 
electricity  for  lighting  its  streets  and  making  candles  or  acetylene 
gas  for  the  same  purpose. 

"The  courts  have  recognized  a  clear  distinction  between  the  rights 
under  which  a  municipality  furnishes  electricity  for  its  own  use  and 
where  in  addition  furnishes  it  to  the  public.  In  the  first  instance 
it  is  exercising  a  governmental  function  and  in  the  latter  is  en- 
gaged in  a  business.  The  purpose  of  Article  III,  Section  3  (d)  of 
the  act  was  to  prevent  a  municipality,  without  first  securing  the 
approval  of  the  Commission,  from  engaging  in  a  business  which 
would  compete  with  a  public  service  company  furnishing  like  ser- 
vice in  the  municipality,  and  not  to  interfere  with  a  truly  govern- 
mental function   of  the  municipality. 

"We  are  of  the  opinion  that  the  proviso  in  Section  1  of  Article  I 
of  the  Public  Service  Company  Law  clearly  exempts  the  Borough 
of  Gettysburg  in  the  construction  and  operation  of  an  electric  light 
plant  for  supplying  electricity,  for  lighting  its  streets  and  not  for 
sale  to  others  from  the  provisions  of  Article  III,  Section  3  (d)  of 
said  Act  of  Assembly.  To  hold  a  contrary  opinion  would  mean  that 
no  municipality  in  the  State  of  Pennsylvania,  without  first  securing 
the  approval  of  the  Commission,  could  install  its  own  stoves  or  heat 
plant  in  its  municipal  buildings,  if  a  corporation  were  at  the  time 
furnishing  heat  to  the  citizens  and  to  the  public  buildings  in  the 
municipality.  This  certainly  was  not  the  intention  of  the  Legislature. 
"An  order  will  therefore  be  entered  dismissing  the  petition  for  lack 
of  jurisdiction." 

COURT  DECISIONS 

144— Mergers.  ^^^  JERSEY. 

American  Malt  Corporation  et  al.  v.  Board  of  Public  Utility 
Commissioners.  Decision  of  the  New  Jersey  Court  ot  Errors  and 
Appeals,  November  16,  1914.     92  Atlantic  362. 

The  Court  of  Errors  and  Appeals  affirmed  the  judgment  of  the  Supreme 
Court  which  sustained  the  holding  of  the  New  Jersey  Board  of  Pubhc 
Utility  Commissioners  in  the  decision  regarding  the  merger  of  the 
American  Malt  Corporation  with  the  American  Malting  Company. 
The  decision  of  the  Board  was  reviewed  in  6  Rate  Research  58.  The 
opinion  of  the  lower  court  is,  in  part,  as  follows: 

"If  it  were  necessary  to  sustain  the  constitutionality  of  the  act,  it 
would  be  quite  natural  to  hold  that  the  intent  of  the  Legislature 
was  no  more  than  to  require  an  ascei'tainment  by  the  Commissioners 
of  the  fact  that  the  proposed  merger  was  of  a  character  authorized 
by  law.  It  is  not,  however,  necessary  to  go  so  far  as  to  limit  in  this 
way  the  powers  of  the  Commissioners.     The  real  question  is  whether 
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the  Legislature  itself  had  the  right  to  impose  as  a  condition  of  merger 
the  approval  of  the  Commissioners.  To  state  the  question  is  to 
answer  it.  The  right  to  merge  is  purely  statutory,  and  there  is  no 
constitutional  objection  to  the  Legislature  fixing  such  terms  as  it 
chooses,  including  since  that  is  its  pleasure,  the  written  consent  of 
the  Commissioners.  The  Legislature  is  under  no  compulsion  to 
authorize  a  merger,  and  it  may  impose  even  fanciful  conditions.  .  .  . 

"No  doubt  the  action  of  the  Board  must  be  reasonable  and  not 
arbitrary,  but  that  is  because  we  will  not  attribute  to  the  Legislature 
an  intent  to  exercise  or  permit  the  exercise  of  arbitrary  power. 
The  action  of  the  Commissioners  must  have  a  foundation  in  reason; 
it  has  such  foundation  when  it  is  based  upon  the  requirements  of 
the  Corporation  Act,  or  upon  settled  legal  principles,  and  not  upon 
the  mere  whim  of  the  Commissioners. 

"I  doubt  myself  the  view  of  the  Board  that  the  two  corporations 
concerned  were  not  such  as  could  properly  merge.  The  only  differ- 
ence between  the  kinds  of  business  authorized  to  be  carried  on  is 
that  the  malt  corporation  is  authorized  by  its  charter  to  buy  the 
stock  of  the  malting  company.  The  merger  act  does  not  require 
that  the  corporations  to  be  merged  carry  on  the  same  kind  of  business; 
it  is  enough  that  the  business  is  of  similar  nature.  How  the  mere 
added  power  to  acquire  stock  can  make  the  two  kinds  of  business 
dissimilar  I  do  not  see.  It  is  not  the  business  in  fact  carried  on,  but 
the  business  for  which  the  two  are  organized,  that  determines  under 
Section  104,  the  right  to  merge.  It  was  not  the  fact  that  one  cor- 
poration was  a  holding  company  that  condemned  the  merger  in 
Colgate  V.  United  States  Leather  Co.,  75  N.  J.  Eq.,  229,  72  Atl. 
126,  19  Ann.  Cas.  262.  But  even  this  difference  between  the  malting 
company  and  the  malt  corporation  is  apparent  rather  than  real, 
since  Section  49  (2  C.  S.  1910,  p.  1630)  authorized  any  corporation 
organized  under  the  act  to  purchase  stock  of  other  companies,  and 
the  Legislature  not  only  re-enacted  this  in  1913  (Chapter  15),  but 
by  express  provision  recognized  the  right  of  one  corporation  to  buy 
stock  of  another  corporation  owning  property  'cognate  in  character 
and  use  to  the  property  used  or  contemplated  to  be  used  by  the 
purchasing  corporation.'  The  expression  seems  to  be  broader  than 
that  contained  in  Section  104;  for  corporations  may  be  dissimilar 
in  the  kind  of  business  they  are  organized  to  carry  on,  and  may  yet 
own  property  cognate  in  character  and  use  to  that  used  by  the 
purchasing  corporation,  and  a  fortiori  to  that  contemplated  to  be 
used.  With  this  broad  provision  in  the  act  of  1913,  the  malting 
company  had  by  statute  law  the  same  powers  as,  perhaps  more 
extensive  than,  the  malt  corporation  had  by  its  certificate  of  organi- 
zation. It  is  no  answer  to  say  that  the  malting  company  could  not 
vote  on  its  own  stock;  neither  could  the  malt  corporation;  but 
each  could  acquire  and  vote  on  the  stock  of  the  other.  Nor  is  it  an 
answer  to  say  that  in  fact  the  malt  corporation  was  only  a  holding 
company;  the  property  contemplated  to  be  used  by  it  was  the  identi- 
cal property  actually  owned  and  used  by  the  malting  company;  in 
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fact  one  object  of  the  merger  was  to  do  away  with  the  holding  com- 
pany. If  the  action  of  the  commissioners  rested  alone  on  the  ground 
that  the  business  was  not  similar  under  the  act  of  1896,  or  cognate 
in  character  under  the  act  of  1913,  I  should  have  difficulty  in  sustain- 
ing it. 

"I  think  it  may  safely  be  sustained  on  two  grounds;  (1)  That  the 
scheme  of  merger  involves  the  issue  of  stock  for  less  than  its  par 
value;  (2)  it  is  unfair  to  the  preferred  stockholders  of  the  malting 
company. 

"(1)  Although  the  malt  corporation  owns  most  of  the  stock  of  the 
malting  company,  and  as  to  that  no  material  change  is  proposed, 
it  will  nevertheless  be  necessary  to  issue  some  stock  of  the  malt 
corporation  for  some  stock  of  the  malting  company,  which  is  worth 
less  than  the  par  value  of  the  stock  proposed  to  be  issued  therefor.  .  .  . 

"It  needs  no  argument  to  show  that  the  necessary  result  would  be 
to  do  away  with  the  provisions  of  the  act  requiring  money  or  money's 
worth.  Such  cannot  have  been  the  legislative  intent.  I  think 
Section  109  must  be  read  in  connection  with  the  rest  of  the  act 
and  that  money  or  money's  w^orth  is  required  for  stock  issued  upon 
a  merger,  as  well  as  in  other  cases. 

"(2)  I  am  persuaded  also,  that  the  proposed  merger  is  unfair  to  the 
preferred  stockholders  of  the  malting  company  for  the  reasons 
stated  in  Mr.  Ordway's  brief.  It  is  said  that  the  objection  on  this 
score  is  the  proper  subject  for  action  by  the  Court  of  Chancery,  and 
that  equity  powers  cannot  be  conferred  upon  the  commissioners. 
I  do  not  regard  the  case  as  one  where  judicial  power  is  conferred 
upon  an  administrative  body.  The  Legislature  has  seen  fit  to 
require  the  approval  of  the  commissioners  as  a  condition  precedent 
to  a  merger.  I  see  no  I'eason  why  their  refusal  to  approve  may  not 
properly  be  based  upon  the  fact  that  the  scheme  is  such  that,  upon 
recourse  to  a  proper  tribunal,  it  would  be  enjoined.  Surely  it  is  not 
for  this  court  to  say  that  their  refusal  to  approve  in  such  a  case 
should  be  set  aside.  Their  approval  would  not  prevent  action  by 
the  Court  of  Chancery.  In  short,  the  action  of  the  commissioners 
is  no  adjudication  of  the  right  of  the  parties,  but  a  mere  step  in 
administrative  procedure  which  is  subject  to  control  by  the  courts." 

REFERENCES 
RATES 

400— Rate  Theory. 

The  Art  of  Rate  Making,  by  Alex  Dow.     If  pages,  Electrical  World, 

January  2,  1915,  p.  17. 

With  the  development  of  the  electric  industry  and  the  extension  of  the  use  of  elec- 
tricity to  man}'  classes  of  customers,  rate  making  has  become  an  art  guided  by  rules 
which  are  shaping  themselves  into  a  science.  The  application  of  the  cost  of  ser- 
vice and  value  of  service  theories;  the  determination  of  demand,  consumer  and 
energy  costs;  the  classification  of  the  service;  rates  for  the  different  classes; 
and  the  types  of  rates  are  discussed  briefly,  in  outlining  the  principal  rules  to  be 
followed  in  rate  making. 
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PUBLIC  SERVICE  REGULATION 

222.1 — Form  of  Accounts. 

The  Standard  Classification  of  Accounts.  Adopted  by  the  N.  E. 
L.  A.  at  its  Thirty-seventh  Convention,  held  in  Philadelphia,  June,  1914. 
115  pages.     $1.00  per  bound  copy. 

The  Revised  Classification  of  Accounts  of  the  National  Electric  Light  Association 
has  been  published  recently  in  boimd  form. 

226.5 — Standards  of  Service. 

Lead  Acetate  Test  for  Hydrogen  Sulphide  in  Gas.  Technologic 
Papers  of  the  Bureau  of  Standards  No.  41.     August  19,  1914.     46  pages. 

The  test  with  lead  acetate  paper  for  hydrogen  sulphide  in  gas  is  discussed  and  a 
method  for  applying  the  test  is  recommended.  It  is  stated  that  at  present  there 
is  a  wide  variation  in  the  method  of  carrying  out  this  test  and  information  is  given 
as  to  the  effect  of  all  the  important  variables  which  may  affect  the  results  of 
different  tests. 

GENERAL 

910 — Promotion  and  Growth  of  Business. 

American  Electrical  Industries  in  1914,  by  T.  C.  Martin.  1  page, 
Electrical  World,  January  2,  1915.     p.  3. 

The  effect  of  changes  in  commercial  and  social  conditions  upon  the  growth  of  the 
electrical  industries  is  discussed.  The  growth  in  urban  population  and  the  exten- 
sion of  electrical  service  to  rural  districts  increase  the  percentage  of  electrical 
consumers  to  total  population.  The  check  which  the  present  war  has  imposed 
upon  the  advance  toward  restoration  of  the  active  and  progressive  conditions 
which  prevailed  up  to  1907,  is  also  commented  upon, and  comparative  data  are  given 
showing  the  growth  in  the  electric  railway,  telephone  and  electric  industries. 

980— Public  Relations. 

Constructive  Work  Before  the  N.  E.  L.  A.,  by  Holton  H.  Scott. 
1  page,  Electrical  World,  January  2,  1915.     p.  5. 

One  of  the  most  important  services  which  the  N.  E.  L.  A.  is  in  position  to  perform 
is  the  giving  of  information  which  will  bring  about  a  better  public  understanding 
of  utility  problems.  In  this  article,  Mr.  Scott  sa^^s,  "The  public  does  not  know 
that,  notwithstanding  the  fact  that  practically  everything  else  has  been  going  up 
in  price  and  notwithstanding  the  fact  that  we  are  paying  more  for  our  raw  materials, 
for  labor  and  for  capital,  \^^e  are  literally  giving  three  times  as  much  for  a  dollar 
as  we  were  fifteen  years  ago,  to  say  nothing  about  the  wonderful  improvement  in 
service  in  other  ways.  The  public  could  not  have  possibly  forced  by  legislation 
any  reductions  in  rates  which  would  have  been  the  equivalent  of  the  benefits  it 
has  derived  from  the  installation  of  more  efficient  energy  generating  and  consum- 
ing apparatus.  If  the  electric  industry  is  to  grow  in  the  future  as  rapidly  as  it 
has  in  the  past,  the  public  must  be  taught  that  central  stations  are  not  selling  a 
commodity,  they  are  not  selling  kilowatt-hours,  but  they  are  selling  a  service. 
The  public,  or  at  least  a  portion  of  it,  must  be  made  to  understand  that  the  passage 
of  drastic  legislation  and  the  hampering  of  the  legitimate  operations  of  central 
stations  only  makes  it  harder  for  the  company  to  finance  itself  and  makes  it  harder 
for  the  compan}-  to  serve  its  community  properly. 
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COMMISSION  DECISIONS 

NEW  YORK 

300 — Investment  and  Return. 

Complaints  v.  Westchester  Lighting  Company,  Alleging  that  the 
Company's  Rates  for  Gas  and  Electricity  are  Unreasonable.  Decision 
of  the  New  York  Public  Service  Commission  (2D).  Adjusting  Rates, 
December  22,  1914. 

Complaints  involving  the  reasonableness  of  the  rates  for  gas  and  electric 
service  in  White  Plains,  Port  Chester,  To^^^l  of  Eastchester,  Irvington, 
Tarr\'to\Mi  and  North  Tarr\i;own,  were  consolidated  and  the  Com- 
mission made  a  general  investigation  of  respondent's  rates  in  the  entire 
district. 

The  Commission  holds  that  the  present  returns  from  the  sale  of  gas  in 
the  various  districts  are  low  and  do  not  warrant  anv  substantial  re- 
duction in  rates  to  these  districts.  The  Commission,  however,  recom- 
mends that  a  reduction  be  made.  The  Companv  has  in  effect  two  gas 
rates,  one  for  fuel  and  the  other  for  light,  and  it  is  pointed  out  that  it 
could  effect  a  substantial  econom>'  in  the  elimination  of  unnecessary 
duplication  of  equipment  and  work  by  establishing  a  single  rate,  fur- 
nishing both  fuel  and  lighting-service  from  the  same  meter.  The  Com- 
mission says  that  a  net  rate  of  $1.25  throughout  all  of  the  districts 
would  properly  be  applied  by  respondent. 

''It  would  be  good  business  policy  in  our  judgment  and  tend  probably 
to  a  freer  use  of  respondent's  gas  if  such  common  gas  rate  were  made 
effective."  .  .  . 

"It  is  greath'  to  be  regretted  that  the  company's  enormous  interest 
charges  arising  out  of  securities  having  little,  if  any,  relation  to  the 
actual  propel ty  account  tend  to  force  the  company  to  secure  every 
pennx'  possiljle  in  gross  earnings,  and  to  limit  the  margin  with  which 
it  may  be  inclined  to  undertake  gas  rate  reductions  which  would 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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place  its  large  business  in  these  districts  upon  a  basis  of  rates  whereby 
customers  would  have  at  least  some  greater  inducement  to  indulge 
in  much  freer  use  of  gas  for  fuel  purposes  and  also  for  light." 

The  respondent's  maximum  rate  for  electricity  of  15  cents  per  kilowatt 
hour  is  found  to  be  excessive,  and  the  Commission  establishes  a  maxi- 
mum rate  of  12  cents  per  kilowatt-hour  in  Tarrytown,  White  Plains  and 
Port  Chester,  and  fuither  requires  respondent  to  reduce  its  minimum 
monthly  charge  of  $1.00  to  75  cents. 

311— Basis  of  Valuation. 

The  Commission  outlined  the  elements  to  be  considered  in  making  a 
valuation  for  rate-making  purposes  as  follows: 

"1.  The  original  cost  of  the  property  devoted  to  pubhc  use.  This 
includes  practically  the  cost  of  the  plant  and  system  originally,  and 
the  net  improvements  or  additions  to  the  property. 

"2.  The  cost  to  reproduce  the  property,  as  constituting  the  'present' 
cost,  and  for  comparison  with  the  original  cost. 

'3.     The  company's  stock  and  bonds. 

'4.  The  sum  required  to  meet  operating  expenses  and  the  probable 
earning  capacity  of  the  property  under  rates  lower  than  those  com- 
plained of  and  in  force. 

"With  these  and  other  matters  which  may  be  deemed  material,  we 
must  arrive  at  some  estimate  founded  upon  sound  judgment  of  the 
value  of  the  property  upon  which  the  company  is  entitled  to  ask  a 
fair  return.  It  is  also  enjoined  upon  us  by  the  U.  S.  Supreme  Court 
that  no  more  must  be  enacted  from  the  public  for  respondent's 
benefit  than  the  services  rendered  by  respondent  are  'reasonably 
worth.' 

'Tt  should  be  said  at  the  outset  that  this  whole  question  of  'valuation' 
for  rate  regulation  purposes  is  as  yet  utterly  without  definition, 
beyond  the  mere  statement  of  the  matters  which  are  to  be  considered. 
It  seems  that  each  rate  case  has  been  decided  according  to  facts  and 
circumstances  peculiar  to  such  and  upon  special  findings  in  the  trial 
court  or  by  the  particular  commission,  with  no  settling  of  the  complex 
underlying  or  detailed  questions  which  are  involved  in  the  broad 
question  of  value  to  be  given  to  the  property  of  a  particular  railroad, 
gas,  electric,  or  other  utility."   .   .  . 

314 — Overhead  Charges. 

The  respondent  claimed  15%  for  contractors'  profit,  15%  for  amorti- 
zation and  engineering,  6%  for  one  year  as  interest  during  construction, 
and  20%,  for  various,  accrued  intangibles.  The  engineer  for  the  Com- 
mission stated  that  allowances  had  been  made  for  overhead  charges  in 
the  unit  prices  used  in  the  Commission's  valuation.  In  discussing  the 
company's  contentions,  the  decision  says: 

"No  such  huge  costs  are  involved.  True,  something  must  be  added 
for  administration  and  superintendence  and  engineering,  and  some- 
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thing  theoretically  at  least  for  organization  and  development  of  the 
business  for  these  districts.  Engineering  and  superintendence  with 
administration  cost  money;  an  allowance  must  be  made,  and  15  per 
cent  for  those  services  is  probably  not  out  of  the  way.  An  allowance 
of  6  per  cent  covering  an  average  of  one  year  to  put  all  parts  of  the 
plant  and  distribution  system  in  operation  is  not  excessive.  It 
should  be  repeated  that  we  have  no  evidence  whatsoever  in  this  case 
as  to  what  contractors  would  charge  to  put  in  place  the  gas  plant 
and  apparatus  and  distributing  system  at  Tarrvtown,  taking  the 
job  as  a  whole  or  separated  into  important  component  parts,  so  that 
the  material  could  be  purchased  at  wholesale  and  the  whole  work 
done  upon  a  large  scale  from  the  standpoint  of  bidders  for  the  job 
or  jobs.  That  would  have  been  important  e\'idence  to  both  sides 
and  would  have  guided  the  judgment  immensely  in  respect  of  the 
various  prices.  The  judgment  of  the  engineer  proceeding  to  estimat 
reproduction  cost  is  led  insensibly  to  separate  miit  prices  rather 
than  to  bulking  the  items  for  single  orders  and  to  realization  of  the 
attractiveness  of  large  purchases  to  material  supply  houses  and  of 
large  jobs  to  working  contractors.  In  these  particular  cases  we  are 
clearly  justified,  we  think,  in  limiting  these  percentage  allowances 
for  construction  to  15  for  administration,  superintendence,  and 
engineering,  and  to  6  for  one  year  for  interest  during  construction."  .  .  . 

315 — Intangibles . 

In  regard  to  the  allowances  for  intangibles,  the  Commission  says: 

"There  are  two  kinds  of  intangibles.  One  class  covers  all  of  those 
items  of  cost  which  are  necessarily  related  in  one  form  or  another 
to  the  construction  and  putting  into  operation  of  the  physical 
property.  This  includes  formation  of  the  company,  compliance 
with  state  laws  in  starting  such  a  company,  securing  of  franchises 
to  serve  the  local  territory,  obtaining  permission  and  approval  for 
construction  of  system  and  exercise  of  local  franchises.  In  short, 
under  that  head  may  be  allowed  all  of  those  acts  and  work  which, 
when  accomplished,  place  the  company  in  a  position  to  begin  con- 
struction and  proceed  to  operation  under  governing  laws. 

"In  this  first  class  there  is  also  an  mtangible  expense  involved  in 
what  is  known  as  securing  business  for  purposes  of  commencing 
operation  and  developmg  that  operation  up  to  the  point  of  general 
activity  in  the  employment  of  the  constructed  system.  For  example, 
if  a  given  electric  property  is  to  be  constructed  as  a  whole  and  put 
into  operation,  customers  must  be  secured,  books  must  be  opened, 
house,  store,  and  factory  services  including  lateral  extensions  must 
be  arranged  for  as  to  methods  and  design,  the  inspection  service 
constituted,  and  a  variety  of  things  done  attributable  to  full  equip- 
ment for  the  actual  business  operation.  All  this  comes  in  a  part  of 
the  preparation  to  do  business  and  continues  for  a  certain  time 
until  a  fair  amount  of  operation  is  under  way. 

"The  second  class  of  intangibles  relates  in  these  valuation  cases  to 
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the  development  of  the  business  up  to  the  point  of  some  profit, 
either  a  fair  profit  upon  the  actual  capital  invested  or  such  profit 
as  under  the  circumstances  of  the  particular  case  is  considered  fair 
for  this  purpose.  It  is  all  very  indefinite  considered  in  the  abstract, 
but  it  is  an  element  to  be  given  reasonable  consideration  in  each  case. 

"Respondent  considers  that  both  of  these  classes  amount  to  22  per 
cent  of  the  tangible  property  after  adding  the  percentages  herein- 
before described.  Its  theory  is  that  the  organization  expense 
amounts  properly  to  about  2  per  cent  of  the  tangible  property  and 
that  the  other  intangible  elements  fairly  warrant  an  allowance  in 
addition  of  20  per  cent. 

"The  schedules  which  have  been  herein  analyzed  include  interest  for 
two  years  on  the  land  and  interest  for  one  year  on  the  constructed 
improvements.  Such  interest  for  that  time  is  paid  but  once,  and  if 
there  were  to  be  immediate  large  returns  following  in  the  next  year 
or  two  years  sufficient  to  cover  that  expenditure  for  interest,  with 
fair  profit  from  operation  in  addition,  it  might  be  said  with  force 
that  such  interest  cost  has  been  duly  returned  and  must  be  eliminated 
from  consideration.  Or  if  it  could  be  shown  that  this  had  been  fully 
made  up  in  later  years  with  other  losses  and  a  fair  profit  also  obtained, 
the  same  conclusion  might  be  reached.  As  a  rule,  however,  this 
can  not  be  the  case,  and  nothing  is  shown  here  to  warrant  regarding 
this  property  in  operation  as  exceptional  in  that  respect.  On  the 
other  hand,  it  is  clear  that  these  interest  payments  during  a  time  of 
non-operation  are  essential,  and  that  until  fully  returned  to  the  com- 
pany they  must  be  regarded  as  part  of  the  necessary  investment.  .  .  . 

"If  we  had  before  us  definitely  set  forth  in  the  record  the  full  history 
of  these  properties,  both  when  in  the  hands  of  former  companies 
and  while  in  possession  of  this  company,  the  cost,  year  by  year,  the 
losses  in  operation,  if  any,  during  years  of  earlier  operation,  the 
actual  development  from  the  time  each  property  was  put  into  opera- 
tion until  operating  returns  exceeded  expenses  in  a  material  way, 
and  the  losses,  if  any,  before  the  'going  concern'  period  really  arrived, 
we  would  have  had  elements  of  proof  which  would  guide  us  in  arriving 
at  some  definite  and  proper  allowance  for  intangibles  in  this  peculiar 
case. 

"The  time  has  gone  by  when  commissions  and  courts  can  be  pre- 
suftied  to  accept  engineers'  percentage  estimates  of  intangible  costs 
without  detailed  proof  as  to  elements  in  the  particular  case  which 
go  to  make  up  that  percentage.  Intangible  costs  constitute  no  part 
of  the  work  of  the  constructing  engineer,  and  it  is  as  such  that  the 
part  of  the  expert  engineer  testifying  in  a  valuation  case  can  be 
regarded;  for  only  his  qualifications  as  a  constructing  engineer  give 
him  any  standing  as  a  witness  in  proceedings  of  this  character. 
Intangible  costs  are  primarily  company  records.  They  come  in  cases 
like  these  into  the  domain  of  accountancy. 

"Neither  is  it  sufficient  for  a  respondent  company  asserting  a  per- 
centage estimate  for  intangibles  that  such  a  percentage  has  been 
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allowed  for  intangibles  in  previous  cases  in  the  courts  or  before 
certain  commissions.  To  admit  that  is  to  say  that  the  whole 
procedure  has  been  fixed,  that  this  indefinite  matter  has  been 
definitely  settled,  that  the  rules  of  valuation  have  been  V)y  those 
precedents  wisely  prescribed  and  have  exclusive  application.  All  of 
which  is  contrary  to  our  knowledge  of  the  complexity  and  widely 
variant  character  of  public  utility  valuation  methods  and  results, 
and  the  fact,  well  understood,  that  the  whole  subject  of  such  valua- 
tion is  still  under  discussion  as  to  all  of  its  phases  by  economic 
associations,  by  commissions  meeting  in  association,  or  individually 
investigating,  and  by  courts  to  some  extent  as  cases  arise. 

"In  these  cases  no  parts  of  the  elements  entering  into  'intangibles' 
for  this  company  have  been  presented,  either  in  testimony  or  pointed 
out  as  shown  in  annual  reports  to  the  Commission.  Respondent 
makes  a  guess,  and  the  Commission  is  left  to  adopt  that,  or  guess 
for  itself.  In  acting  necessarily  as  basing  its  judgment  upon  its 
knowledge  of  respondent's  property  as  a  whole  and  the  several  parts, 
the  respondent  cannot  complain  of  the  figures  or  percentages  which 
the  Commission  may  adopt,  having  submitted  its  case  with  the 
record  containing  none  of  the  elements  essential  to  proper  compu- 
tation. 

"In  this  case,  where  the  company  is  to  be  regarded  as  already  organ- 
ized and  the  question  really  arises  as  to  what  the  property  in  those 
outlying  districts  is  worth,  a  small  allowance  for  a  proportion  of 
organization,  including  the  cost  of  franchises,  is  indicated,  and  yet 
in  an  indefinite  matter  like  this  a  reasonable  liberality  applying  to 
a  relatively  small  item  is  to  be  applied.  We  think  $30,000  for 
Tarrytown,  $10,000  for  White  Plains,  and  $30,000  for  Port  Chester, 
divided  equally  between  the  gas  and  electric  departments  should  be 
sufficient  and  so  hold. 

315.4 — Franchise  Value. 

"We  shall  not  give  further  value  to  the  franchises.  These  franchises 
undoubtedly  are  property  as  against  other  corporations  or  individuals 
and  they  are  subject  to  taxation;  but  it  is  impossible  to  conceive 
in  fairness  how,  what  the  people  have  granted,  can  be  given  a  rate 
of  return  value  in  itself  to  be  paid  for  by  the  people  in  rates  for 
service  performed  under  the  grant.  Save  where  it  appears  that 
something  has  been  paid  for  such  franchises,  the  law  forbids  capitali- 
zation on  account  thereof,  and  no  such  payments  appear  in  this 
proceeding.  The  very  nature  of  the  franchise  is  to  permit  what 
could  not  be  done  otherwise,  and  it  is  in  broad  interpretation  a 
public  grant  or  privilege  of  value  to  the  grantee  but  not  chargeable 
in  value  for  service  performed  thereunder  for  the  grantor.  It  would 
be  entirely  proper  for  the  municipality  to  provide  as  a  condition  in 
a  franchise  that  no  value  for  such  franchise,  except  as  payments  are 
therein  required,  should  ever  be  applied  in  a  proceeding  involving 
the  fixing  of  rates  by  governmental  authority.     It  has  be^n/  and  is 
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now,  considered  by  us  that  the  inhibition  is  thoroughly  impHed. 
This  does  not  deprive  the  company  of  its  franchise  rights;  it  simply 
denies  to  it  the  further  right  to  capitalize  indirectly  that,  which 
under  the  law,  it  may  not  do  directly.  It  is  proper  to  say  that 
respondent  has  not  put  in  any  figures  estimating  franchise  value. 

315.1— Going  Value. 

"With  all  of  the  property  and  working  capital  already  supplied  what 
sum  would  be  needed  to  enable  this  company  if,  with  the  plants 
and  distributing  systems  already  built  and  connected  to  the  various 
customers'  houses  and  ready  by  pushing  the  button  or  turning  a 
gas  cock  to  provide  light  or  fuel  for  those  customers,  to  start  upon 
its  established  business  as  completely  as  in  1909?  Here  we  have 
no  idea  of  the  time  necessary  to  get  into  full  operating  swing,  or  any 
notion,  much  less  facts,  as  to  losses  while  developing  the  business 
into  going  concern.  Once  in  partial  operation  much  of  this  would 
be  charged  into  operating  expenses,  but  assuming  that  consideration 
is  not  a  fair  modification,  we  must  make  some  estimate  here  as 
to  time  and  the  effect  of  such  time  upon  the  property  returned. 
Here  comes  in  necessarily  a  fact  that  is  utterly  opposed  to  all  of  this 
method  of  arriving  at  reproduction.  We  are  asked  to  imagine  a 
reproduction  of  the  entire  plants  and  systems  of  these  districts  in 
the  shortest  possible  time,  and  then  we  are  asked  to  consider  the 
losses  occurring  from  development  of  the  business  through  neces- 
sarily a  series  of  years.  The  two  matters  are  completely  antagonistic. 
In  truth,  the  plants  and  systems  would  not  be  constructed  with 
services  into  customers'  houses  in  any  short  time.  Capital  would 
not  be  so  uselessly  employed.  The  business  would  be  established 
at  the  most  populous  centers,  and  even  there  at  first  in  the  thickly 
settled  portions  of  the  villages,  and  the  growth  of  the  producing 
plants  and  distribution  systems  would  be  gradual  as  the  business 
developed,  with  capital  invested  from  time  to  time  only  as  required 
for  extensions  of  plants  and  distribution  service.  The  theory  that 
the  reproduction  here  called  for  must  be  practically  instantaneous 
is  imagination  run  riot.  Piecemeal  construction,  that  is  as  business 
is  developed,  whether  it  costs  something  more  piece  by  piece  or  not, 
is  conducted  under  the  most  economical  methods  of  superintendence 
and  usually  of  salaried  engineering,  and  the  production  of  capital 
required  therefor  is  part  by  part  only  as  demanded  and  comes  con- 
currently with  the  growth  of  the  company's  affairs. 

"It  is  the  duty  of  this  Commission  in  these  cases  to  allow  a  fair 
sum  for  the  reasonable  development  of  this  business  from  the  start 
of  imagined  operation  to  its  going  concern  period,  and  it  is  the  duty 
also  of  this  Commission  not  to  so  overload  the  cost  of  reproduction 
with  such  an  intangible  or  overhead  cost  as  will  be  unjust  in  anywise 
to  the  public  concern.  The  difficulty  of  deciding  this  question 
within  these  necessary  limits  without  any  data  indicating  such 
intangible  cost  is  apparent.  The  only  way  is  to  take  some  arbitrary 
percentage  which  is  fixed  relatively  low  because  of  the  facts  above 
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stated  and  discussed.  Twenty  per  cent  on  this  large  amount  of 
property  is  altogether  too  high.  Ten  per  cent  on  the  gross  property, 
$421,326.80,  may  be  fair.  It  may  be  too  low,  and  it  may  be  still 
too  high.  There  is  this  to  be  said  in  regard  to  it.  The  growth  of 
business  during  a  long  period  of  years  involving  extensions  of  the 
plant  and  system  of  a  gas  or  electric  company  diminishes  greatly 
the  ratio  of  intangibles  to  physical  or  tangible  property.  All 
properly  kept  accounts  of  such  companies  show  this.  Since  we  find 
20  per  cent  of  the  gross  property  too  high  and  something  low^er 
necessary,  we  are  probably  quite  as  near  right  in  using  10  per  cent 
as  we  would  be  in  using  a  lower  or  higher  figure.  For  the  purposes, 
therefore,  of  these  cases,  and  in  view  of  the  various  peculiarities  of 
the  cases,  we  adopt  that  percentage  as  the  basis  for  adding  on 
accountof  intangibles,  to  the  otherwise  ascertained  property  cost."  .  .  . 

(Holdings  on  Depreciation,  Rate  of  Return,  etc.  will  be  given  in  next  weeks 
issue  of  Rate  Research) 


WISCONSIN 

800 — Municipalities . 

Investigation  of  the  Rates  and  Service  of  the  Municipal  Water 
Works  and  Electric  Lighting  Plant  in  the  Village  of  Water- 
loo. Decision  of  the  Wisconsin  Railroad  Commission,  Fixing 
Rates.     December  30,  1914. 

A  number  of  complaints  were  made  regarding  rates,  service  and  man- 
agement of  the  municipal  water  and  electric  utilities  of  the  ullage  of 
Waterloo,  and  the  Commission  on  its  own  motion  made  a  general 
investigation. 

222.3 — Method  of  Keeping  Accounts. 

"An  exammation  of  the  books  and  accounts  of  the  utility  disclosed 
that  the  inadequacy  and  incorrectness  of  the  records  were  due 
chiefly  to  the  lack  of  a  scientific  accounting  system.  It  was  there- 
fore deemed  advisable  to  prescribe  an  accounting  system  for  the 
department." 

New  books  and  forms  were  ordered  and  the  new  system  was  installed 
by  a  representative  of  the  Commission. 

"Under  the  method  used  formerly  as  indicated  in  the  complamt, 
all  collections  were  made  by  the  secretary  of  the  Water  and  Light 
Commission.  The  statutes  require  that  all  collections  of  the  village 
shall  be  made  by  the  village  treasurer.  Also,  from  the  standpoint 
of  scientific  accounting  methods  and  sound  business  management, 
it  is  probably  not  advisable  for  any  business  organization  either 
private  or  public  to  place  the  same  person  who  computes  the  bills 
in  charge  of  the  collections.  Accordingly,  the  accounting  system 
already  prescribed    provides  that  collections  shall  be  made  by  the 
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village  official  upon  whom  the  duty  devolves  according  to  statutory 
provision's.  A  definite  system  of  control  and  check  is  thus  estab- 
lished." 

A  large  part  of  the  non-operating  deficit  of  the  electric  plant  was  shown 
to  be  due  to  an  adjustment  of  stock  on  hand  to  the  actual  inventory 
figure  of  July  1,  1914. 

"Materials  should  be  sold  at  a  price  high  enough  to  cover  at  least 
the  cost  of  handling  in  addition  to  the  cost  of  the  goods.  In  the  cost 
of  handling  should  be  included  not  only  such  items  as  freight  and 
cartage,  but  also  the  losses  due  to  breakage,  necessary  waste,  and 
other  costs  of  a  similar  nature.  If  this  is  done,  and  if  a  careful 
check  is  kept  on  the  goods  sold  and  on  hand,  there  is  no  reason  why 
this  account  should  show  a  deficit  at  the  end  of  the  year.  It  is  in 
connection  with  the  conduct  of  this  part  of  the  business  that  much 
of  the  criticism  of  the  management  of  the  plant  has  arisen.  Fortu- 
nately, there  has  been  a  change  of  persons  in  charge  of  the  accounts 
and  records  of  the  utility  since  the  petition  in  this  case  was  filed. 
This  together  with  the  new  system  of  accounts  and  records  we 
believe  will  correct  this  source  of  complaint." 

352 — Expense. 

"For  the  purpose  of  rate  making  in  this  instance,  we  here  included 
in  the  costs  interest  at  the  rate  of  five  per  cent  on  $18,000  in  the 
case  of  the  electric  plant  and  on  $30,500  in  the  case  of  the  water 
plant.  In  order  to  maintain  an  equitable  relation  between  taxpayers 
and  consumers,  taxes  have  also  been  included  in  the  costs  at  the  rate 
of  one  per  cent  on  the  above  figures." 

360 — Depreciation. 

"Depreciation  as  usual  has  been  figured  on  the  cost  new  which  in  this 
instance  is  taken  to  be  the  amounts  shown  m  the  property  accounts." 

365— Annual  Rate  of  Depreciation. 

"The  rates  of  depreciation  used  in  this  instance  are  five  per  cent 
for  the  electric  plant  and  one  per  cent  for  the  water  plant." 

500— Rate  Practice. 

"The  present  rate  for  commercial  lighting  is  12  cents  per  kilowatt 
hour  for  the  first  50  kilowatt  hours  and  10  cents  per  kilowatt  hour 
for  all  over  50  kilowatt  hours.  The  manner  in  which  this  rate  has 
been  applied  has  made  it  regressive  and  hence  objectionable.  For 
instance,  if  a  consumer  used  50  kilowatt  hours  he  would  pay  $6,00, 
but  if  he  used  51  kilowatt  hours  he  would  pay  $5.10.  By  taking 
a  little  more  current  he  would  save  90  cents.  The  rate  for  power 
is  also  regressive.     .     . 

"In  order  to  correct  the  discriminatory  features  of  the  present 
system  of  charges  it  is  necessary  to  change  the  type  of  the  schedule. 
The  question  of  the  particular  kind  of  rate  schedule  that  should  be 
adopted  was  submitted  to  the  members  of  the  village  Commission." 
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A  rate  similar  to  the  one  usually  prescribed  ])y  the  Commission  was 
ordered. 

580 — Terms  and  CJonditions. 

"One  of  the  complaints  stated  in  the  petition  is  that  some  of  the 
electric  meters  are  owned  by  consumers.  In  passing  on  the  question 
of  who  should  own  the  meters  in  the  Hudson  Water  Case,  3  W.  R. 
C.  R.  138,  141,  this  Commission  says,  'The  law  clearly  contemplates 
that  the  divided  ownership  of  parts  of  the  equipment  of  public 
utilities  shall  cease,  and  that  all  responsibility  for  the  installation 
and  maintenance  of  the  w^hole  of  the  equipment  shall  be  centered 
exclusively  in  the  management.  In  practice,  this  undoubtedly 
means  that  private  and  municipal  plants  must  acquire,  by  purchase 
or  lease,  all  meters  used  in  connection  with  their  respective  works.' 
Undoubtedly,  the  best  results  are  obtained  when  the  utility  owns 
the  meters,  as  it  can  then  see  that  they  are  properly  tested  and 
repaired.  It  will,  therefore,  be  necessary  for  the  village  to  take 
steps  to  acquire  the  meters  now  owmed  by  consumers." 

612— Power. 

"The  power  rate  which  w^e  are  prescribing  is  somewhat  higher  than 
the  old  rate.  This  is  particularly  true  for  the  plant's  largest  cus- 
tomer. In  making  an  adjustment  in  the  rate  schedule  of  a  utility, 
increasing  the  rate  to  large  power  consumers  is  a  serious  matter, 
because  there  is  always  the  likelihood  of  such  customers  finding  it 
advantageous  to  use  some  other  source  of  power.  In  the  instant 
case,  we  have  given  this  matter  careful  consideration,  and  we  believe 
that  the  rate  prescribed  is  low  enough  to  retain  the  business  that  the 
utility  now  has,  and  at  the  same  time  is  high  enough  to  pay  the 
additional  costs  involved  in  furnishing  the  service." 

The  rates  for  power  are  as  follows : 
Demand  Charge. 

50  cents  per  month  for  the  first  horse  power  or  fraction  thereof,  and 
50  cents  for  each  additional  horse  power  of  connected  load,  plus  an 
Energy  Charge  of 

7  cents  net  per  kilowatt  hour  for  the  first  50  kilowatt  hours  used 
per  month  (to) 

2  cents  net  per  kilowatt  hour  for  all  over  10000  kilowatt  hours  used 
per  month. 

These  rates  are  subject  to  the  following  limiting  rates: 

"The  maximum  rate  for  power  shall  not  exceed  10  cents  per  kilowatt 
hour,  nor  shall  the  minimum  monthly  bill  be  less  than  $1 .00  for  the 
first  horse  power  or  fraction  thereof  and  25  cents  for  each  additional 
horse  power  of  connected  load." 

615.1 — Limited  Hour  Service. 

"In  establishing  a  rate  for  customers  who  take  energy  only  a  short 
time  each  year,  the  same  difficulty  is  encountered  as  is  met  with  in 
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making  rates  for  large  power  users  who  can  readily  find  some  other 
source  of  power.  If  this  short  time  service  can  be  supplied  without 
increasing  the  capacity  of  the  station  or  without  making  any  invest- 
ment other  than  stringing  the  regular  service  wire,  it  may  be  a  source 
of  considerable  profit.  In  this  connection,  though,  it  should  be 
borne  in  mind  that  every  plant  should  have  some  reserve  capacity, 
and  that  short  time  business  of  this  nature  should  not  be  taken  in 
if  it  only  makes  use  of  this  reserve  capacity,  because  if  that  is  done 
it  may  become  necessary  to  increase  the  size  of  the  units  in  the  station 
at  some  later  time.  In  other  words,  this  kind  of  business  should 
come  off  the  daily  peak  if  it  is  supplied  during  the  winter  months, 
or  it  should  come  during  the  summer  time  when  the  daily  peak  is 
comparatively  small.  The  operating  conditions  of  each  plant  must, 
of  course,  determine  in  each  instance  the  proper  course  to  pursue. 
The  reason  no  new  investment  should  be  made  for  this  kind  of 
business,  even  though  it  could  be  had  at  the  regular  rates,  is  at  once 
obvious.  The  regular  rates  are  based  on  the  assumption  that  the 
investment  will  be  used  twelve  months  of  the  year  and  there  is 
therefore  a  larger  area,  so  to  speak,  over  which  the  fixed  charges  can 
be  spread.  In  this  case  it  seems  that  a  straight  rate  of  12  cents 
per  kilowatt  hour  would  be  reasonable  both  to  the  customers  and 
to  the  utihty." 

617 — Breakdown  or  Auxiliary  Service. 

"In  addition  to  the  regular  power  schedule,  it  is  necessary  to  fix  a 
rate  for  emergency  service  and  also  one  for  service  furnished  to  cus- 
tomers who  operate  only  a  relatively  short  time  each  year.  As 
yet  no  emergency  service  is  being  supplied,  but  a  demand  for  it 
may  arise  in  the  near  future,  in  which  event  it  will  be  necessary 
to  have  such  a  rate.  The  rate  usually  established  for  this  kind 
of  service  is  similar  to  the  regular  power  rate  with  the  exception 
that  the  limiting  rate  does  not  apply,  that  is,  the  rate  would  be 
50  cents  per  horse-power  per  month  plus  the  regular  charge  for 
whatever  energy  is  used.  There  seems  to  be  nothing  in  this  case 
which  would  make  a  departure  from  the  usual  practice  either  neces- 
sary or  advisable.  The  rate  outlined  above  will  accordingly  be 
prescribed  for  emergency  service."    [Given  above  under  Power]. 


PENNSYLVANIA. 

300 — Investment  and  Return. 

City  of  Philadelphia  et  al.  v.  The  Phil.\delphia  and  Reading 
Railway  Company,  et  al.,  Petition  for  a  Reduction  in  Freight  Rates. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Adjusting 
Rates,  December  12,  1914. 

A  number  of  petitions  were  entered  asking  that  rates  on  shipments 
of  coal  to  Philadelphia  be  reduced.     The  Commission  says: 
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''This  is  a  case  of  grave  importance,  affecting  upon  the  one  hand, 
the  cost  of  a  supply  of  a  necessity  to  the  inhabitants  of  the  chief 
city  of  the  State,  and  upon  the  other,  the  earnings  of  important 
lines  of  transportation  which  have  done  much  to  advance  the  growth 
and  development  of  the  interests  of  that  City. 

"The  problem  to  be  solved  is,  taking  all  of  the  facts  and  circum- 
stances into  consideration,  to  ascertain  what  will  be  a  fair  and  a 
reasonable  rate,  giving  to  the  railroads  a  reasonable  return  on  the 
moneys  they  have  invested  and  a  reasonable  compensation  for  the 
services  they  render,  and  which  will  not  be  unduly  burdensome  upon 
the  consumer,  and  will  not  compel  him  to  pay  more  than  his  fair 
proportion  of  the  expenses  of  the  maintenance  of  the  services  and  of 
a  reasonable  return  upon  the  investment.  The  Commission  ought 
to  bear  in  mind  the  fact  that  the  maintenance  and  proper  extension 
of  railroad  service  is  essential  to  the  growth,  development,  welfare 
and  convenience  of  the  people  of  the  Country,  and  viewing  the 
subject  broadly  may  properly  take  notice  of  the  fact  that  within  the 
last  few  years  conditions  have  been  such  that  these  public  con- 
veniences, having  as  a  general  thing  struggled  through  a  profitless 
period  of  financial  stress  and  difficulty,  and  attamed  success,  have 
not  been  as  prosperous  as  formerly.  Their  stock  is  held  by  people 
in  all  classes  in  the  community  who  have  invested  in  such  securities 
their  savings  and  accumulations,  and  these  investors  are  entitled 
to  have  their  interests  fairly  treated.  It  may  also  be  said  that  no 
financial  operation  is  likeh'  to  thrive  which  has  too  much  outside 
direction." 


RATE  AND  RATE  REGULATION  LIBRARY 

The  list  of  books  covering  rates  and  rate  regulation  as  applied  to  electric 
utilities  which  was  published  in  2  Rate  Research  276,  is  here  given, 
revised  and  lirought  up  to  date.    [Begun  in  6  Rate  Research  211] 


COMMISSION  REPORTS  AND  PROCEEDINGS 

(Continued) 
OREGON  RAILROAD  COMMISSION. 

Referendum  Vote,  November  5,  1912. 
Annual  Reports. 

Sixth  Annual  Report,  December  15,   1912.        (Summaries  of  De- 
cisions.) 

Seventh  Annual  Report,  December  15,  1913.     (Decisions,  Rules  for 
Overhead  and  Underground  Construction.) 
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Uniform  Accounts,  Pamphlet  giving  Classification  for  Electric,  Gas  and  Water 
Utilities,  effective  July  1,  1913. 

Constitutional  and  Statutory  Provisions  of  the  State  of  Oregon  Relating  to 
Railroads  and  Public  Utilities,  compiled  and  annotated  l)y  Clyde  B.  Aitchison, 
Chairman  for  the  Commission. 


PENNSYLVANIA  PUBLIC  SERVICE  COMMISSION. 

July  26,  1913,  effective  January  1,  1914. 
Reports  of  Decisions. 

Volumes,  none  yet  issued. 
Advance  Sheets  of  Decisions  issued. 

The  Public  Service  Company  Law  of  Pennsylvania,  digested,  topically  arranged 
and  indexefl  by  C.  La  Rue  Alunson.     1913. 

RHODE  ISLAND  PUBLIC  UTILITIES  COMMISSION. 

April  17,  1912. 
Annual  Reports. 

First  Annual  Report  for  year  ending  December  31,  1912.  (Decisions 
and  Rules  of  Practice  and  Procedure.) 

VERMONT  PUBLIC  SERVICE  COMMISSION. 

January  20,  1909,  effective  April  1,  1909. 
Annual  Report. 

Twelfth  Biennial  Report,  June  30,  1908,  to  June  30,  1910.  (De- 
cisions.) 

WASHINGTON  PUBLIC  SERVICE  COMMISSION. 

March  18,  1911,  effective  Jime  8,  1911. 
Annual  Reports. 

First  Annual  Report  June  8,  1911,  to  December  31,  1911.  Including 
final  report  of  Railroad  Commission,  November  1,  1910,  to  June  8, 
1911.     (Decisions,  Opinions  of  Attorney  General.) 

Second  Annual  Report,  January  1,  1912,  to  November  30,  1912. 
(Same.) 

Third  Annual  Report,  December  1,  1912,  to  November  30,  1913. 
(Same.) 

WEST  VIRGINIA  PUBLIC  SERVICE  COMMISSION. 

January  20,  1913,  effective  April  20,  1913. 
Annual  Reports. 

None  yet  issued. 
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WISCONSIN  RAILROAD  COMMISSION, 

Reports  of  Decisions. 

Volume  1,  July  20,  1905,  to  July  31,  1907. 
Volume  II,  September  14,  1907,  to  October  12,  1908. 
Volume  III,  October  16,  1908,  to  August  3,  1909. 
Volume  IV,  August  3,  1909,  to  March  24,  1910. 
Volume  V,  March  28,  1910,  to  November  11,  1910. 
Volume  VI,  November  11,  1910,  to  June  14,  1911. 
Volume  VII,  June  15,  1911,  to  September  23,  1911. 
Volume  VIII,  September  27,  1911,  to  March  12,  1912. 
Volume  IX,  March  13,  1912,  to  August  22,  1912. 
Volume  X,  August  23,  1912,  to  November  13,  1912. 
Volume  XI,  November  13,  1912,  to  May  19,  1913. 

Bound  Volumes,  $1.50  per  volume 

Advance  Sheets  issued  for  each  decision. 

Annual  Reports. 

First  Annual  Report,  for  year  1907. 

Second  Annual  Report,  for  year  1908. 

Third  Annual  Report,  for  year  1909. 

Fourth  Annual  Report,  for  year  1910. 

Fifth  Annual  Report,  for  year  1911. 

Sixth  Annual  Report,  for  year  1912. 

Report  for  the  year  1913  is  not  yet  issued  in  bound  form. 

Rates  of  Public  Utilities  issued  in  pamphlet  form. 
Part  I,  Electric  Rates,  in  force  June  1,  1912. 
Part  III,  Gas  Rates,  in  force  October  1,  1911. 

(To  be  continued) 

REFERENCES 

INVESTMENT  AND  RETURN 

340— Rate  of  Return. 

Results  of  the  War  for  Public  Service  Commissions  to  Consider, 
by  Henry  Floy,  1  page,  Electrical  World,  January  2,  1915,  p.  15. 

The  writer  concludes  that  the  European  war  has  hastened  recognition  and  appre- 
ciation of  the  following  facts:    First,  rates  of  return  allowed  public  utilities  are 
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controlled  primarily  by  current  demands  and  rates  for  money,  without  regard  to 
regulating  or  law-making  bodies.  Second,  decisions  of  commissions  made  at  a 
specified  time  under  a  particular  set  of  conditions  may  have  to  be  revised  promptly 
when  these  conditions  are  changed.  Third,  the  limitation  of  rates  of  return  to 
6,  7  or  8  per  cent,  as  has  been  held  fair  by  public  authorities  under  past  conditions, 
must  be  increased  imder  existing  and  probable  future  conditions  if  utilities  are  to 
secure  the  additional  capital  they  require. 


MUNICIPALITIES 

830— Public  Ownership. 

The  Failure  of  Government  Telegraph  and  Telephone  Systems, 
by  F.  G.  R.  Gordon.  Address  delivered  at  the  Fifteenth  Annual 
Meeting  of  the  National  Civic  Federation,  December  4,  1914. 

Data  are  submitted  to  show  that  wherever  the  telegraph  or  telephone  has  been 
owned  and  operated  by  the  Government  there  is  extremely  poor  service,  with 
large  financial  losses,  low  wages  for  employees,  and  rates  that,  on  the  whole,  are 
fully  as  high  as  they  are  in  this  country,  and  in  many  instances  higher. 

840 — Public  Operation. 

The  Trend  Toward  Government  Management  of  Business,  by 
Jeremiah  W.  Jenks.  Address  delivered  at  the  Fifteenth  Annual 
Meeting  of  the  National  Civic  Federation,  December  4,  1914. 

The  part  governments  have  taken  in  the  development  and  operation  of  railroads, 
roads,  post-office  systems  and  educational  systems  is  briefly  reviewed  and  the 
tendency  toward  increasing  the  field  of  government  management  is  noted.  The 
writer  questions  the  advisability  of  encouraging  municipal  ownership  of  utilities 
and  government  ownership  of  telephone  and  telegraph  systems. 


COURT  DECISION  REFERENCES. 

114 — ^Eminent  Domain. 

Oneonta  Light  &  Power  Co.  v.  Schwarzenback  et  al.  Decision  of 
the  New  York  Supreme  Court,  Appellate  Division,  Third  Dept., 
November  25,  1914.     150  N.  Y.  Supp.  76. 

In  this  decision  the  Court  holds  that  where  a  corporation  had  contracted  with 
a  city  to  furnish  electric  light  for  the  streets  and  other  public  places  and  buildings 
of  the  city,  to  furnish  light  and  power  to  applicants  within  the  city  upon  reason- 
able notice  and  at  a  reasonable  price,  and  to  provide  a  duplicate  system  against 
emergencies,  land  overflowed  by  its  dams,  maintained  for  the  purpose  of  carrying 
out  such  contract  and  furnishing  such  light  and  power  was  taken  for  a  "public 
use."  Where  the  intended  use  of  an  improvement,  sought  to  be  accomplished 
through  an  exercise  of  the  right  of  eminent  domain,  is  not  restricted  to  private 
parties  or  private  interests,  but  is  open  to  the  whole  public,  it  is  no  objection  to 
the  act  authorizing  it  that  it  will  benefit  one  person  or  class  of  persons  more  than 
others,  or  that  it  originated  in  private  interests  and  was  intended  in  some  degree 
to  subserve  private  purposes.  The  "necessity"  for  land  sought  to  be  condemned 
by  an  electric  light  and  power  company  which  will  justify  its  condemnation  need 
not  be  an  absolute  necessity,  but  only  a  reasonable  necessity  of  the  corporation 
in  the  discharge  of  its  duty  to  the  public. 
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is  of  limited  capacity,  or  its  capacity  is  outgrown,  or  if  it  cannot 
be  operated  to  advantage  with  more  suitable  or  later  installed  appa- 
ratus or  facilities,  then  it  is  chargeable  with  inadequacy.  If  it  has 
been  used  or  misused,  or  if  necessary  current  repairs  have  been 
neglected  as  tend  to  lesson  its  value  in  performance  or  function, 
so  that  it  no  longer  satisfactorily  serves,  there  has  been  a  measure 
of  depreciation  seriously  affecting  its  value,  and  in  a  short  time 
comparatively  its  use  may  be  ended,  and  its  salvage  return  would 
then  represent  its  only  value.  A  gas  plant  or  electric  plant  deterio- 
rates and  Avears  out  as  does  all  construction  made  up  of  machinery, 
appliances,  and  various  other  decaying  materials.  Every  such 
construction  begins  to  wear  its  short  or  lengthy  life  away  the  moment 
it  comes  into  use.  Nothing  can  be  more  certain  or  better  knowii, 
and  the  statement  is  so  trite,  so  merely  a  truism,  that  the  only 
excuse  for  it  is  found  in  discussing  respondent's  contention.  Each 
part  or  class  of  parts  of  a  gas  or  electric  system  has  its  duration 
of  useful  life.  The  life  of  a  pole  is  relatively  short,  the  life  of  a 
gas  main  in  ordinary  soils  is  relatively  long,  wire  wears  off,  gas  making 
machinery  becomes  impaired,  and  all  things,  including  business  neces- 
sity, business  economy,  and  business  enlargement,  conspire  to  require 
retirement  of  existing  parts  and  the  substitution  of  others. 

"Now,  when  the  engineer  charged  with  the  duty  of  preparing  an 
inventory  and  appraisal  of  a  plant  undertakes  to  fix  the  present 
physical  value,  his  work  is  to  assign  such  value  to  the  various  parts 
as  relates  to  their  present  condition  and  as  relates  to  their  actual  future 
use  in  that  business.  Clearly  such  an  engineer  would  not  assign 
a  cost  new  value  to  a  dilapidated  piece  of  property,  or  to  one  which 
for  the  use  it  is  designed  to  have  is  no  longer  as  good  as  it  ought  to 
be  in  the  elements  of  economy,  or  its  relation  to  the  business  in 
w4iich  it  is  employed.  No  man  or  syndicate  would  employ  a  second 
tune  the  engineer  who  charged  in  such  a  piece  of  property  at  the 
cost  for  a  new  production  of  that  property.  Is  the  public  to  be 
subjected  to  any  different  service  by  such  an  engineer  when  the  reason 
for  the  appraisal  is  not  for  purchase,  but  for  determining  what  the 
property  is  w^orth  as  the  basis  of  fixing  a  return  for  its  use?  We 
say.  No!  In  each  case  the  subject  of  return  from  its  use  is  the 
miderlying  cause  of  the  appraisal,  and  whether  the  appraisal  is  for 
a  return  basis  to  the  purchaser  or  a  return  basis  to  the  owiier,  is 
immaterial  to  any  proper  action  of  the  engineer.  If  this  is  true  as 
to  a  dilapidated  piece  of  property  or  one  greatly  worn  in  service 
or  of  lessened  consequence  in  service  for  the  economic  ends  of  the 
business,  the  principle  so  established  applies  firmly  to  all  distinctly 
shown  actual  depreciation. 

"It  is  well  recognized  that  a  utility  company  serving  the  public  is 
entitled  to  charge  the  public  for  its  service  such  prices  as  will  give  it 
a  fair  return  upon  its  investment  in  property  actually  used  and 
necessary  to  that  service,  plus  the  sum  necessary  to  meet  all  ex- 
penses of  operation  and  to  prevent  its  capital  so  invested  from  be- 
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coming  impaired.  If  by  its  own  acts  or  its  negligence  it  permits  the 
property,  that  is  to  say,  its  capital,  to  become  impaired,  and  it  uses 
money  from  earnings  for  dividends  or  other  purposes  which  should 
have  gone  or  should  go  into  the  property  for  maintenance  and  dupli- 
cation necessary  from  inexorable  wear,  it  has  impaired  its  property 
investment  just  as  certainly  and  to  the  same  effect  as  does  the  man 
with  an  investment  drawing  interest  when  he  uses  part  of  the  princi- 
pal or  makes  that  principal  subject  to  lien. 

"The  argument  frequently  advanced,  and  urged  in  this  case,  that 
a  company  like  this  is  required  to  furnish  100  per  cent,  of  service 
and  is  therefor  entitled  to  100  per  cent,  of  investment  value,  is  correct 
if  the  full  meaning  is  given  to  terms.  The  investment  value  is  the 
value  of  the  mvestment,  in  this  case  the  property,  and  what  that 
property  is  at  the  given  time,  not  what  it  was  when  the  property 
itself  was  new.  Another  catch  phrase  often  used  is  '100  per  cent, 
of  efficiency  calls  for  100  per  cent,  of  return.'  Nothing  can  be 
more  misleading.  There  are  many  plants  in  gas  and  electric  service 
which  have  greatly  depreciated  from  the  first  cost  or  from  what 
would  be  the  cost  of  reproduction  new.  Such  a  plant  is  in  an 
advanced  state  of  wear.  Nevertheless,  it  is  producing  gas  or  elec- 
tricity and  the  product  reaches  the  consumer  continuously  as 
wanted,  for  the  'present.  But  that  plant,  physically  much  depre- 
ciated from  when  it  was  new,  is  far  on  its  way  to  the  scrap  heap. 
It  does  violence  to  simple  intelligence  to  say  that  plant  from  a 
property  standpoint,  from  a  purchase  standpoint,  or  the  public 
standpoint,  is  as  good  as  new.  That,  however,  is  just  what  appli- 
cation of  the  asserted  rule  last  quoted  means.  Its  application  is 
only  altered  in  degree  if  it  appears  that  the  plant  is  being  main- 
tained for  service,  but  is  not  like  new,  because  of  that  general 
physical  depreciation  which  comes  from  age,  and  can  only  be  met 
by  reconstruction  as  the  life  or  advantageous  use  of  the  various 
parts  actually  expire.  Once  the  fact  of  physical  depreciation  in 
value  to  the  business  use  of  parts  of  a  plant  is  understood  and 
recognized,  the  degree  of  such  actual  depreciation  of  a  given  plant 
at  a  given  time  is  simply  a  matter  of  expert  examination  and  con- 
scientious statement. 

"The  question  of  valuation  in  a  rate  case  necessarily  includes 
ascertainment  of  the  present  physical  condition  of  the  property 
with  reference  to  its  continuance  in  business  use,  since  if  it  were 
not  used  in  that  business  it  would  be  worth  nothing.  The  question 
is  not  to  be  considered  as  concluded  by  a  mere  showing  of  present 
efficiency  of  service  hy  the  company,  for  the  question  extends  to 
efficiencv  of  service  hy  the  property  throughout  the  remaining  years 
of  its  life." 

366 — Depreciation  Funds. 

"If  a  new  company  could  start  a  new  plant  and  know  exactly  how 
much  that  plant  with  its  composite  parts  would,  with  proper 
general   maintenance,   depreciate   each   year   during  its   previously 
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accurately  ascertained  life,  its  problem  would  be  entirely  simple. 
It  could  set  aside  each  year  from  its  earnings  after  paying  operating 
expenses,  including  the  maintenance,  enough  to  cover  the  depre- 
ciation. In  other  words,  to  duplicate  the  plant  at  the  end  of  the 
plant's  life.  Now  it  would  not  wait  until  the  plant  should  be  com- 
pletely worn  out.  It  would  of  necessity  begin  the  work  of  recon- 
struction within  a  comparatively  short  period  of  years  and 
according  as  parts  of  the  plant  demanded  such  reconstruction  or 
duplication.  In  such  a  case,  the  company  would  have  each  year 
its  property  fully  maintained  and  cash  to  cover  any  remaining 
depreciation.  That  would  be  ideal,  and  with  the  knowledge  implied 
it  would  be  practicable  and  in  conformity  with  the  only  proper 
practice.  That  is  the  true  theory  which  underlies  the  creation  and 
yearly  increasing  of  a  depreciation  reserve.  Unfortunately,  no  one 
knows  just  what  would  be  a  proper  depreciation  reserve  to  be 
established  and  augmented  to  cover  the  accruing  depreciation.  If 
this  Commission  knew,  it  could  fix  the  necessary  depreciation 
reserve  accounts  for  the  different  companies  as  part  of  its  accounting 
order  requirements,  and  so  save  to  the  public  as  well  as  to  the  com- 
panies the  continued  efficiency  of  these  utilities  without  impairment 
of  the  fixed  capital  or  property  investment  account.  In  the  case 
above  supposed  for  any  impairment  of  its  fixed  capital  due  to 
depreciation  the  company  would  have  its  substitute  in  cash  or 
available  assets.  Its  accounts  would  stand  then,  debit,  the  property 
new  as  the  investment;  credit,  the  property  depreciated,  plus  the 
depreciation  reserve;  and  there  would  be  no  deficit.  That  describes 
the  theory  underlying  the  account  in  the  books  of  companies  for 
general  amortization  or  depreciation. 

"This  respondent  following  the  business  requirement  for  a  depre- 
ciation reserve  charges  the  public  the  amounts  per  kilowatt-hour 
of  electricity  and  per  thousand  cubic  feet  of  gas  herein  stated. 
Whether  too  much  or  too  little  we  need  not  for  the  moment  require. 
In  so  doing  it  recognizes,  as  it  must  recognize,  the  impairment  of 
its  capital  due  to  depreciation,  that  is  to  say,  the  expiring  life  of 
the  physical  property.  The  property  it  operates  had  depreciated 
in  1909  from  what  it  would  cost  new  as  a  whole,  and  as  it  stands 
today  it  is  depreciated  much  or  little  just  as  every  property  in 
operation  must  be,  since  reconstruction  only  takes  place  for  parts 
as  necessity  or  other  business  reasons  may  require.  Its  property 
if  all  new  would  start  with  a  new  depreciation  reserve.  Being 
composed  of  plants  and  systems  constructed  in  parts  during  a  con- 
siderable number  of  years,  its  depreciation  reserve,  or  renewal  and 
contingent  account,  was  established  some  years  ago,  and  has  now 
reached  a  large  sum.  It  needs  that  sum  or  some  sum  to  stand  in 
place  of  the  impairment  of  its  capital  due  to  those  things  which 
are  conveniently  included  under  the  head  of  depreciation.  With 
that  sum  and  its  present  property  in  one  hand  it  balances  the  property 
new  account  in  the  other,  if  they  equal.  That  must  be  respondent's 
position.     Otherwise  for  depreciation  or  amortization,  or  the  con- 
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tingencies  therein  involved,  it  is  charging  the  public  too  much  or 
too  little  for  that  purpose.  In  so  estimating  the  amount  required 
for  its  reserve  it  is  not  entitled  justly  to  take  more  from  the  public 
from  year  to  year  than  is  necessary  to  keep  pace  with  the  impair- 
ment of  its  capital  from  year  to  year,  though  since  it  cannot  know 
how  much  is  required  it  must  exercise  a  careful  judgment  in  esti- 
mating the  amount.  .  .  . 

The  respondent's  reserve  fund  is  raised  by  charges  of  one  cent  per 
kilowatt  hour  for  electricity  and  ten  cents  per  thousand  cubic  feet  for 
gas. 

"This  reserve  built  up  on  the  straight  line  method  has,  of  course, 
been  largely  reinvested  by  respondent  in  its  property  and  the  reserve 
is  charged  against  itself  in  the  bookkeeping  accounts.  Unless  it 
appears  that  up  to  the  present  time  the  operating  charges  which 
make  up  this  reserve  constitute  an  excessive  reserve  for  depreciation 
we  do  not  think  we  ought  to  condemn  the  method.  It  is  to  be 
admitted  that  a  depreciation  charge  so  arbitrary  as  a  certain  stated 
part  of  each  kilowatt  hour  electric  rate  and  of  each  thousand  cubic 
feet  of  gas  rate  no  matter  how  close  to  capacity  the  sales  may  run, 
is  not  based  upon  any  defined  rule  relating  to  depreciation;  but  the 
fact  is  that  no  such  definite  rule  has  yet  been  devised,  and  every 
company  today  that  is  observing  our  depreciation  account  require- 
ment is  using  some  method  more  or  less  arbitrary  in  character. 

"For  the  present  and  until  it  appears  that  respondent's  charges  to 
the  public  become  excessive  as  being  more  than  is  needed  for  its 
accrued  depreciation,  we  should  not  disturb  the  basis  which  res- 
pondent has  adopted.     .     .     ." 

540 — Minimum  Charge. 

The  respondent  is  required  to  reduce  its  minimum  monthly  charge  of 
$1.00  to  $0.75. 

"Some  minimum  charge  should  be  permitted,  but  a  charge  of  $1  per 
calendar  month  is  too  high." 


WISCONSIN 


300 — Investment  and  Return. 

Application  Marion  and  Northern  Telephone  Company  for 
Authority  to  Increase  Rates.  Decision  of  Wisconsin  Railroad 
Commission,  Changing  Rates.     December  31,  1914. 

In  discussing  the  valuation  of  the  compan>''s  property  the  decision 
says : 
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315.1— Going  Value. 

"In  determining  a  fair  value  upon  which  to  allow  a  rate  of  return, 
it  is  only  fair  to  take  into  consideration  an  allowance  for  going 
value  and  the  fact  that  the  accumulated  surplus  and  reserves  have 
been  reinvested  in  property  and  plant.  With  a  present  value  of 
$18,504  it  seems  adequate  if  a  return  is  allowed  on  a  property  value 
or  approximately  $23,000." 

340 — Rate  of  Return. 

A  rate  of  return  of  7%  was  allowed  on  the  above  total  value. 

580— Terms  and  Conditions. 

"The  policy  of  collecting  rentals  monthly  in  advance  is  a  legitimate 
practice  which  the  applicant  is  authorized  to  continue.  For  failure 
to  pay  rental  and  tolls  within  15  days  after  due,  a  penalty  of  10  cents 
per  phone  will  be  allowed." 


NEW  YORK 
REPORT  TO  FIRST  DISTRICT  COMMISSION 

830 — Municipal  Ownership. 

Restriction  of  Municipal  Indebtedness  in  Its  Relation  to  Munic- 
ipal Ownership,  by  Robert  H.  Written,  Formerly  Librarian-Statisti- 
cian for  the  New  York  Public  Service  Commission  (1st  D.) 

The  report  on  the  restrictions  of  municipal  indebtedness  was  prepared 
for  the  First  District  Commission  but  has  not  been  prmted  in  their 
reports.  A  study  was  made  of  the  provisions  in  state  constitutions 
restricting  indebtedness  of  municipalities  in  this  country  and  the  con- 
dition of  American  cities  in  this  respect  was  compared  with  cities  in 
England,  where  there  are  no  fixed  limits  to  the  borrowing  powers. 
The  allowed  indebtedness  is  usually  a  stated  percentage  varying  from 
3  to  10  of  the  assessed  valuation  of  the  municipality.  The  difficulty 
of  finding  a  way  to  finance  mimicipal  enterprises  in  view  of  the  fixed 
debt  limits  contained  in  the  state  constitutions  has  led  American  cities 
to  the  consideration  or  trial  of  a  number  of  devices. 

There  are  six  principal  means  which  have  been  developed,  to  enable 
municipal  bodies  to  purchase  or  build  municipal  plants,  when  the 
capital  required  would  exceed  the  constitutional  debt  limit,  and  each 
of  these  is  defined,  and  the  workings  thereof  illustrated  by  numerous 
cases  of  industries  carried  on  under  these  methods.  Thev  are: 
1.  The  complete  or  partial  exemption  from  the  debt  limit  of  bonds 
issued  for  public  utilities. 
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Special  exceptions  are  made  in  the  constitutions  of  thirteen  states, 
of  debts  for  water,  gas,  electric  or  other  revenue-producing  industries. 

2.  The  security  franchise  method. 

This  plan  is  to  secure  the  debt  solely  by  a  mortgage  upon  the  plant  or 
property  for  which  the  debt  is  incurred.  In  case  of  default  of  interest 
or  principal,  the  holders  of  the  mortgage  may  foreclose. 

3.  The  public  utility  warrant  secured  solely  by  the  revenues  of  the 
utility. 

In  this  the  debt  is  secured  by  the  gross  earnings  or  a  certain  portion 
thereof,  and  not  by  a  lien  upon  the  property. 

4.  The  public  trust. 

Under  this  plan,  a  public  enterprise  is  placed  imder  the  management 
of  a  board,  which  constitutes  a  separate  legal  entity  (the  members 
being  appointed,  or  elected  by  the  people),  which  may  borrow  money 
on  the  revenues  of  the  utility,  and  conduct  the  affairs  in  much  the 
same  way  as  the  affairs  of  a  private  corporation,  except  that  there  are 
no  profits. 

5.  Exemption  of  special  assessment  bonds. 

By  this  method  the  total  borrowing  capacity  of  the  city  is  enlarged  by 
making  special  assessments  a  lien  only  on  the  property  for  which  the 
assessment  is  levied,  for  instance,  all  street  improvements,  etc.,  are 
assessed  on  the  abutting  property,  or  on  that  specifically  benefitted. 

6.  The  creation  of  a  special  taxing  district. 

In  this  plan  special  districts  are  created,  with  boundaries  not  co- 
terminus  with  the  municipality  sul)ject  to  the  debt-limiting  provision, 
and  so  enjoying  separate  taxing  powers. 


COMMISSION  DECISIONS 

COMPILATION  OF  RULES  AND  REGULATIONS  IN 
RE  CUSTOMER'S   DEPOSITS. 

580 — Terms  and  Conditions. 

The  following  is  a  compilation  of  the  holdings  of  commissions  in  regard 
to  the  practice  of  public  service  companies  in  requiring  of  customers 
a  guarantee  deposit  before  furnishing  service,  continued  from  6  Rate 
Research  227. 

NEVADA 

(1)  In  an  Investigation  of  the  Pacific  Tel.  &  Tel.  Co.  upon  the  Com- 
mission's o\^'ll  motion,  the  decision  says: 
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"The  subject  matter  of  the  proceeding  is  the  usage  of  custom  of  the 
respondent  company,  requiring  a  deposit  of  S5.00  upon  the  instal- 
lation of  a  telephone.  Such  charge,  upon  its  face,  appears  to  be  a 
rather  small  matter;  but  it  must  be  borne  in  mind  that  when  the 
charge  is  made  to  a  great  many  people,  it  becomes  a  subject  of  very 
considerable  importance.  It  is  not  going  too  far  to  say  that  probably 
no  one  thing  connected  ■s\dth  the  service  of  the  telephone  company 
has  given  rise  to  more  complaint  than  the  installation  charge  men- 
tioned.    *     *     * 

"We  believe  that  if  the  company  be  allowed  to  charge  for  two  months 
m  advance  at  the  time  of  installing  the  telephone,  and  thereafter  to 
collect  for  one  month  in  advance,  it  will  be  fairly  and  reasonably 
protected.  Such  a  course  Avill  do  away  with  the  discrimination 
complained  of,  and  remove  much  of  the  friction  and  ill-feeling  which 
is  engendered  by  the  exacting  of  the  five-dollar  deposit.  It  is  the 
view  of  this  Commission  that  the  custom  of  charging  a  deposit  of 
$5.00  upon  the  installation  of  a  telephone  should  be  discontinued, 
and  that  in  lieu  thereof,  the  respondent  company  should  be  permitted 
to  charge  for  two  months'  service  in  advance  as  a  condition  precedent 
to  the  installation  of  the  telephone,  and  that  thereafter,  one  month's 
advance  payment  may  be  at  all  times  required."  (Railroad  Com- 
mission V.  The  Pacific  Tel.  &  Tel.  Co.     Decided  February  21,  1914.) 

NEW  JERSEY 

(1)  The  Coast  Gas  Company  discontmued  service  to  a  patron  on 
August  15th,  1912,  for  the  reason  that  the  complainant  had  failed  to 
pay  a  bill  rendered  by  the  Company  for  gas  consumed  in  1910.  The 
Company  had  continued  service  and  had  not  taken  any  action  to  recover 
the  overcharge  durmg  the  two  j'ears  that  had  elapsed.  The  Com- 
mission says: 

"This  failure  on  the  part  of  the  company  to  take  action  estops  them 
from  shutting  off  sernce  at  this  late  day,  on  the  ground  that  such 
discontinuance  is  necessary  to  force  payment  of  a  bill  long  in  arrears 
and  as  long  in  dispute.  The  company  still  has  a  remedy  in  the 
courts.     *     *     * 

"The  question  emerges  whether  under  the  principle  herein  enunciated 
gas  companies  are  not  left  exposed  to  any  unscrupulous  customer 
who  may  trump  up  a  dispute  to  evade  immediate  payment  of  bills 
due,  and  then  decamp  to  other  jurisdictions  before  the  dispute  can 
be  determined.  The  respondent  alleged  that  this  danger  is  a  real 
danger  in  seaside  resorts,  with  their  large  non-resident  summer 
population.  To  this  query  the  answer  seems  sufficient,  that  a  reason- 
able deposit  in  advance  (with  interest  thereon  allowed  the  depositor) 
seems  to  furnish  good  guarantee  against  losses  such  as  might  result 
in  the  circumstances  indicated.  Where  gas  companies  do  not  require 
a  deposit,  the  reasonably  prompt  payment  of  admittedly  due  bills 
for  gas  may  be  enforced  by  a  prompt  cessation  to  furnish  service. 
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But  the  payment  of  back  bills  bona  fide  in  dispute,  where  the  company 
by  subsequent  furnishing  of  service  has  admitted  the  legitimacy  of  a 
difference  of  opinion  as  to  the  bill  in  question,  cannot  be  enforced  by 
shutting  off  service."  (Thomas  J.  Murphy  vs.  The  Coast  Gas  Co. 
Decided  September  20,  1912.) 

(2)  In  an  investigation  of  the  rules  of  the  Easton  Gas  Works  and  the 
Eastern  Pennsyhania  Power  Company  of  New  Jersey  exacting  a  deposit 
in  advance  of  supplying  service,  the  Commission  held  that,  to  offset  its 
peculiar  legal  obligation  to  afford  service  to  all  who  apply  and  to  protect 
itself  from  bad  debts  which  might  otherwise  be  unavoidable,  a  public 
utility  may  reasonably  require  of  prospective  consumers  advance  deposits 
to  secure  the  payment  of  bills  for  service  to  be  rendered,  provided,  that  the 
deposits  exacted  are  not  excessive  or  exorbitant,  are  not  unduly  or 
unjustly  discriminatory,  and,  in  the  aggregate,  and  to  the  extent  not  used 
to  liquidate  consumers'  bills  justly  due,  are  treated  as  a  quasi-trust  fund. 

"The  practice  of  requiring  new  consumers  to  make  advance  deposits 
and,  at  the  same  time,  exempting  old  consumers  not  in  arrears 
from  such  a  requirement  is  not  unduly  or  unjustly  discriminatory 
but  'the  issue  may  fairly  be  raised,  however,  whether,  after  adequate 
demonstration  on  the  part  of  the  consumer  of  his  financial  reli- 
ability, a  public  utility  avowedly  according  credit  to  reliable 
consumers  may  not  be  justly  required  to  refund  an  advance  deposit 
or  apply  the  same  in  liquidation  of  bills  due." 

(In  the  Matter  of  an  Investigation  of  the  Rules  of  the  Easton  Gas 
Works  and  the  Eastern  Pennsylvania  Power  Co.  of  New  Jersey. 
Decided  February  20,  1914.) 

(3).  A  complaint  against  the  Public  Service  Gas  Company  involved 
the  reasonableness  of  the  practice  of  the  respondent  company  in  dis- 
continuing service  to  a  customer,  who  has  failed  to  pay  a  bill  for  gas 
within  the  time  limited  by  the  company's  rule,  when  said  customer 
has  a  deposit  with  the  company,  amounting  to  more  than  the  unpaid 
bill.     The  Commission  discussed  the  question  as  follows: 

"No  question  is  raised  as  to  the  reasonableness  of  the  rule  requiring 
the  deposit,  nor  as  to  the  amount  of  such  deposit.  The  sole  question 
raised  is  as  to  the  reasonableness  of  the  practice  of  the  company  in 
discontinuing  service  when  the  deposit  is  more  than  sufficient  to 
pay  all  outstanding  charges. 

"To  determine  this  question  it  is  necessary  to  inquire  into  the  nature 
of  the  deposit  and  the  reasons  which  justify  its  exaction.  These 
are  discussed  in  the  case  decided  by  the  Board  in  February,  1914, 
invoh-ing  the  reasonableness  of  the  rule  of  the  Easton  Gas  Works, 
requiring  deposits.     In  that  case,  the  Board  said: 

'In  determining  the  reasonableness  of  the  impugned  rule,  it  is  necessary 
to  distinguish  the  advance  deposit  required  by  such  a  rule  from  a 
minimum  charge,  a  service  charge,  a  meter  rent,  an  insurance  fund 
to  insure  the  integrity  of  the  meter,  and  the  base  rate  for  metered 
gas  or  electric  current.     The  sole  function  of  the  advance  deposit 
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is  to  insure  the  payment  of  service  whose  amount  cannot  be  known 
in  advance.' 

"The  fund  is  held  to  answer  the  default  of  the  consumer,  and  when- 
ever the  consumer  defaults  in  payment  the  fund  may  be  resorted  to. 
Its  exaction  cannot  be  justified  on  any  other  ground.  Persons  with 
credit  and  financial  standing  are  not  required  to  make  a  deposit. 
If  the  fund  could  be  regarded  otherwise  than  as  answerable  for  the 
default  of  the  consumer,  it  would  be  necessary  for  the  company  to 
reduce  its  claim  to  judgment  and  levy  on  the  fund.  Clearly  the 
fund  occupies  no  such  position.  It  is  a  sum  of  money  in  the  com- 
pany's hands,  which  is  answera]:)le  for  the  payment  of  the  consumer's 
account,  whenever  there  is  default  in  the  payment  thereof  in  the 
ordinary  course.  In  this  view,  the  company  should  have  applied 
so  much  of  that  fund  as  was  required  to  cancel  complainant's  charge 
for  gas  consumed. 

"In  this  situation,  with  complainant's  debt  extinguished,  is  one 
day's  notice  of  a  purpose  to  discontinue  service  reasonable? 

"We  think  not.  The  company  is  not  required  to  furnish  gas  at  a 
risk  of  loss  from  non-payment.  Whenever  it  becomes  necessary  to 
have  recourse  to  the  guarantee  deposit  the  company  is  justified  in 
regarding  the  consumer  as  of  doubtful  responsibility  and  in  pro- 
tecting itself  from  the  danger  of  future  non-payment.  But  while  it 
still  has  in  hand  more  money  of  the  customer  than  is  required  to 
meet  current  accounts,  summary  discontinuance  of  service  is  not 
warranted.  In  the  judgment  of  the  Board,  the  company  Avould 
be  warranted  in  giving  notice  to  the  customer  to  restore  the  deposit 
to  the  original  amount  within  a  reasonable  time  or,  in  case  of  failure 
to  so  renew  the  deposit,  that  the  account  would  be  closed  and  the 
deposit  returned,  after  deducting  all  service  charges  to  that  date. 

"The  company  urged  that  transferring  so  much  of  the  fund  as  would 
satisfy  debts  due,  would  entail  increased  bookkeeping.  This  is 
undoubtedly  true.  It  must  not  be  overlooked,  however,  that  the 
company  is  debtor  to  the  consumer  to  the  amount  of  the  deposit 
and  that  its  possession  renders  the  company's  account  secure,  and 
such  bookkeeping  as  is  entailed  is  required  by  the  business  of  the 
companv."  (In  re  Charles  Reincke  v.  Pub.  Serv.  Gas  Co.  Decided 
April  20,  1914.) 

NEW  YORK 

Section  63  of  the  Transiwrtation  Corporations  Law  of  New  York,  reads 
as  follows : 

Sec.  63.  Deposit  of  Money  May  Be  Required.  Every  gas 
light  and  electric  light  corporation  may  require  every  person  to  whom 
such  corporation  shall  supply  gas  or  electric  light  for  lighting  any 
building,  room  or  premisses  to  deposit  with  such  corporation  a 
reasonable  sum  of  money  according  to  the  number  and  size  of  lights 
used  or  required,  or  proposed  to  be  used,  for  two  calendar  months, 
by  such  person,  and  the  quantity  of  gas  and  electric  light  necessary 
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to  supply  the  same,  as  security  for  the  payment  of  the  gas  and  electric 
light  rent  or  compensation  for  gas  consumed,  or  rent  of  pipe  or  wire 
and  fixtures,  to  become  due  to  the  corporation,  but  every  corpo- 
ration, shall  allow  and  pay  to  every  such  depositor  legal  interest  on 
the  sum  deposited  for  the  time  his  deposit  shall  remain  with  the 
corporation. 

NEW  YORK-SECOND  DISTRICT 

(1).     In  discussing  the  proper  allowance  for  working  capital  m  the 
Buffalo  Gas  Company  case  the  Commission  says: 

"In  this  connection  it  should  be  observed  that  the  balance  sheet  of 
the  Company  for  the  year  ended  December  31,  1911,  discloses  that 
it  then  had  consumers'  deposits  to  the  amount  of  $78,390.57.  This 
is  not  held  separate  and  apart  as  a  trust  fund,  but  it  represented 
somewhere  in  its  floating  capital,  so  that  very  clearly  it  has  a  working 
capital  to  the  amount  of  these  deposits.  It  is  true  that  it  is  liable 
for  interest  upon  these  deposits,  but  that  interest  when  paid  is 
necessarily  charged  to  operating  expenses,  so  that  to  all  practical 
intents  and  purposes  it  has  this  amount  of  working  capital  on  hand," 
(Buffalo  Gas.  Co.  v.  City  of  Buffalo,  1913,  Vol.  Ill  P.  S.  C.  Kept. 
•  [2d  D.]  p.  553,  623.) 

OKLAHOMA 

(1).     A  complaint  was  entered   against  the   rules  and   regulations  of 
the  Gushing  Gas  Company.     The  Commission  says: 

"Concerning  the  requirement  of  the  gas  company  of  a  deposit  of 
$5.00  upon  application  of  the  consumer  for  a  meter  to  be  installed, 
the  courts  held  that  the  company  may  require  a  patron  to  deposit 
a  sufficient  sum  to  cover  the  cost  of  the  product  or  time  to  be  con- 
sumed, in  advance,  and  the  company  has  a  right  to  retain  such 
deposit  until  the  product  or  time  consumed  has  been  paid  for." 
(Rushville  Co-operative  Telephone  Companv  vs.  Irvin,  27  Ind. 
app.  62.) 

'Tn  the  complaint  of  McAlester  Publishing  Company  vs.  Choctaw 
Railway  and  Lighting  Company,  Corporation  Commission  of 
Oklahoma,  Cause  No.  1498,  Order  No.  545,  the  Commission  held 
speaking  of  the  Lighting  Company: 

"That  when  they  deem  it  necessary  to  require  security  for  their 
current  or  electricity  they  may  demand  a  deposit  in  cash  or  a  bond 
at  the  convenience  of  the  depositor,  not  to  exceed  the  average 
amount  for  current  or  electricity  used  the  previous  month." 

"In  the  above  case  the  lighting  company  required  all  consumers  to 
put  [up]  a  cash  deposit  of  $5.00  to  $10.00  before  service  was  rendered. 
The  company  is  entitled  to  reasonable  assurance  in  some  form  that 
the  consumers  will  pay  for  the  gas  consumed,  and  to  require  each 
consumer    to  deposit  an  amount  of  $5.00  upon  application  for  a 
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meter,  same  to  remain  in  the  hands  of  the  gas  company,  is  not  an 
mireasonable  requirement  and  therefore  will  not  be  interfered  with. 

''The  complainant  contends  that  consumers  should  be  allowed  interest 
on  the  deposits  thus  made.  The  Commission  is  of  the  opinion  that 
this  is  not  an  unreasonable  contention;  the  gas  company  has  the 
use  of  the  consumer's  money  with  no  restriction  as  to  what  use 
shall  be  made  of  same  and,  in  view  of  this  fact,  the  consumer  is 
entitled  to  interest  and  the  company  will  be  required  to  pay  such.  .  .  . 

"It  is  therefore,  ordered, 

"That  the  Gushing  Gas  Gompany  shall  pay  interest  on  all  cash 
deposits  made  by  consumers  at  the  rate  of  8  per  cent,  per  annum, 
such  interest  to  be  payable  annually,  or  for  such  time  as  the  consumer 
shall  remain  connected;  that  at  the  time  the  consumer  makes  his 
deposit  he  shall  receive  from  the  gas  company  a  printed  receipt, 
which  receipt  shall  show  on  its  face  that  the  holder  thereof  shall 
receive  interest  on  the  amount  deposited  at  the  rate  of  interest 
above  mentioned. 

"It  is  further  ordered.  That  the  gas  company  shall,  on  the  day  this 
order  becomes  effective,  issue  new  receipts  to  all  consumers  how 
connected,  bearing  the  inscription  above  outlined." 

(J.  H.  Bellis  et  al.  v.  Gushing  Gas  Gompany.  Decided  June  21, 
1913.) 

(To  be  continued) 


REFERENCES 

RATES 

400— Rate  Theory. 

Electric  Rates,  by  Percival  Robert  Moses.  8|  pages.  The  Isolated 
Plant.     January,  1915.     Page  10. 

In  answer  to  questions  asked  by  the  ITniform  Electric  Rate  Association,  the  writer 
analyzes  the  elements  entering  into  the  cost  of  electric  service  and  states  the 
following  conclusions:  (1)  There  should  be  no  difference  in  the  rates  charged  for 
residence  use  and  in  the  rates  charged  for  business  purposes.  (2)  There  should 
be  no  difference  between  users  of  electricity  for  power  and  users  of  electricity  for 
lighting,  assuming  that  these  uses  are  at  the  same  periods.  (3)  Maximum  justifi- 
able difference  in  rates  between  the  users  of  electricity  for  a  short  period  per  day 
and  those  for  a  long  period  per  day  is  limited  to  one-half  the  total  annual  charge 
for  interest,  taxes  and  amortization,  divided  by  the  kilowatt-hours  supplied  during  a 
five-hundred  hour  peak  load  period  (four  hours  a  day  for  one  hundred  twenty-five 
days).  This  differential  in  an  assumed  case  amoimts  to  2j  cents  per  kilowatt-hour 
between  a  twenty-hour  user  off  the  peak  and  a  one-hour  user  on  the  peak.  (4) 
There  should  be  no  difference  in  rates  because  of  cjuantity  used.  (5)  In  answer 
to  the  question,  "What  is  a  uniform  rate,  assuming  that  by  Uniform  Rate  is  meant 
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one  in  which  the  return  from  each  classification  of  consumers  will  contribute,  in 
addition  to  cost  of  serving  it,  the  same  proportion  to  profit,  fixed  and  overhead 
expenses  as  every  other  classification?'',  the  writer  says,  *'A  compound  rate  made 
up  of — 

(A)  Peak  load  demand  charge, 

(B)  Consumption  charge, 

peak  load  being  based  on  unbiased  determination  of  actual  demand  made  by  each 
classification  of  consumers  on  the  station  during  peak  load  period.  For  all  usual 
classifications — such  as  residence,  commercial,  light  and  power — a  flat  rate  to  all 
except  long  hour  off-peak  users  would  be  substantially  fair,  as  the  differences  in 
cost  of  supplj'  would  not  be  sufficient  to  amoimt  to  ineciuitable  treatment." 


INVESTMENT  AND  RETURN 


300 — Investment  and  Return. 

Brief  for  the  Respondent  in  the  Case  of  the  Commercial  Club  of 
Charleston  et  al.  v.  Missouri  Public  Utilities  Company,  before 
the  Missouri  Public  Service  Commission. 

The  brief  written  by  I.  R.  Kelso,  Attorney  for  the  Missouri  Public  Utilities  Com- 
pany, has  been  filed  in  the  Charleston  case  before  the  ^Missouri  Public  Service 
Commission. 


GENERAL 

113 — Financing. 

The  Modern  Gas  Company  as  a  Security  for  Bonds,  by  Rufus  C. 
Dawes.     2  pages,  The  Gas  Age.     Page  75. 

The  waiter  concludes  that  as  a  basis  for  bonds,  the  modern  gas  company  offers 
"a  stable  income  from  the  supply  of  a  public  necessity,  an  increasing  income, 
physical  property  exceptionally  high  with  relation  to  income  and  permanently 
devoted  to  public  service,  moderate,  and  not  extortionate  profits,  a  long  record, 
excelled  by  none,  and  a  present  condition  of  growth  never  before  experienced. 

900— General. 

Subways  for  Public-Utility  Pipes  and  Wires  in  Chicago  Streets. 
Ij  pages.     Engineering  News,  January  14,  1915.     Page  60. 

An  abstract  is  given  of  a  report  on  the  subject  of  improved  means  for  accommodat- 
ing the  public-utility  pipes,  conduits,  wires,  etc.,  in  the  downtowTi  district  of 
Chicago.  The  report  was  submitted  by  Alvord  &  Burdick,  consulting  engineers 
pf  Chicago,  to  the  Special  Commission  on  Downtown  Municipal  Improvements. 
This  Commission  is  composed  of  aldermen  and  representatives  of  the  Association 
of  Commerce.  Louis  A.  Dumond  is  Secretary  and  Engineer  of  the  Commission. 
The  conclusion  of  the  report  is  that  further  study  and  investigation  are  necessary 
before  an}-  definite  plans  can  be  adopted.  The  report  says,  "as  an  economic 
proposition,  the  saving  to  the  utilities  by  the  use  of  subways,  plus  the  value  of 
the  subways  to  the  public  in  relieving  present  inconvenience,  must  be  sufficient  to 
pay  the  fixed  charges  and  maintenance  on  a  system  of  subways,  plus  the  cost  of 
placing  the  utilities'  property  in  the  subwavs." 
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COURT  DECISION  REFERENCES. 


114 — Eminent  Domain. 

Hays  v.  Walnut  Creek  Oil  Co.  et  al.  Decision  of  the  West  Vir- 
ginia Supreme  Court  of  Appeals,  December  8,  1914.  83  South- 
eastern, 900. 

In  this  decision  the  court  makes  the  following  holdings  in  regard  to  the  right  of 
eminent  domain: 

"Eminent  domain  being  an  attribute  of  sovereignty,  unlimited  by  the  Consti- 
tution, it  cannot  be  controverted  that  the  State,  through  its  legislature,  in  the 
exercise  of  its  high  prerogative,  may  take  or  authorize  a  public  service  corpo- 
ration to  take,  any  estate  in  land  dictated  by  its  sovereign  will.  The  only 
constitutional  limitation  on  the  power  is  that  private  property  shall  not  be 
taken  or  damaged  for  public  use  without  just  compensation,  and  when  taken 
bjr  a  corporation  for  internal  improvement  not  until  just  compensation  has 
been  paid  or  secured  to  be  paid.     .     .     . 

"Whether  the  granting  of  such  an  estate  in  fee  simple  absolute  to  a  railway 
company  or  other  public  service  corporation  is  good  public  policy,  is  a  legis- 
lative, not  a  judicial  question,  and  one  with  which  the  courts  have  nothing 
to  do." 

114— Eminent  Domain. 

Carolina  &  Y.  R.  R.  Co.  v.  Armfield  et  al.  Decision  of  the  North 
Carolina  Supreme  Court,  December  23,  1914.  83  Southeastern, 
809. 

In  a  proceeding  which  sought  to  determine  ]3roper  compensation  for  certain  prop- 
erty in  condemnation  of  a  railroad  right  of  way  the  court  held: 

"It  is  the  recognized  rule  in  this  state  that,  in  awarding  compensation  on  con- 
demnation of  a  railroad  right  of  way,  recovery  may  be  had  for  the  impaired 
value  of  the  property  by  reason  of  the  easement  acquired;  this,  as  a  rule,  to 
include  the  market  value  of  the  land  actually  taken  or  covered  by  the  right 
of  way  and  the  'damages  done  to  the  remainder  of  the  tract  or  portions  of  the 
land  used  by  the  owner  as  one  tract,  deducting  from  the  estimate  the  pecuniary 
benefits  or  advantages  which  are  special  or  peculiar  to  the  tract  in  ciuestion, 
but  not  those  which  are  shared  by  him  in  common  with  other  owners  of  land 
of  like  kind  in  the  same  vicinity.'  " 

In  ascertaining  the  market  value  as  a  basis  of  estimation  the  court  quotes  Lewis 
on  Eminent  Domain  (3d  Ed.)  section  706,  formerly  section  478,  in  which  the  follow- 
ing definition  is  given: 

"The  'market  value'  of  property  is  the  price  which  it  will  bring  when  it  is 
offered  for  sale  by  one  who  desires  but  is  not  obliged  to  sell  it,  and  is  bought 
by  one  who  Is  under  no  necessity  of  having  it." 
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COMMISSION  DECISIONS 

MARYLAND 

450 — Value  of  Service  Theory. 

John  E.  Potee,  et  al.  vs.  Brooklyn  and  Curtis  Bay  Light  and  Water 
Company,  Alleging  that  Proposed  Water  Rates  Are  Excessive.  De- 
cision of  the  Maryland  Public  Service  Commission,  Fixing  Rates. 
January  5,  1915. 

The  Commission  is  asked  to  determine  the  reasonableness  of  the  com- 
pany's proposed  rates  for  water  service  m  Brooklyn,  Anne  Arundel 
County.  The  Commission  discusses  the  considerations  which  should 
govern  the  determination  of  proper  rates  as  follows: 

"Preliminary  to  the  examination  of  the  evidence,  it  may  be  well  to 
lay  down  the  principle  of  law  applicable  to  the  situation.  Counsel 
for  the  complainants,  in  his  carefully  prepared  brief,  states  the  legal 
issue  in  the  following  words: 

''  'The  Complainants  contend  that  the  right  of  the  corporation  to 
earn  a  fair  return  upon  its  investment  is  qualified  by  the  proviso  that 
in  no  event  shall  the  company  be  permitted  to  charge  the  consumer 
more  than  the  service  is  reasonably  worth  to  them.' 

"The  soundness  of  the  principle  contended  for  by  the  complainants 
is  sustained  by  citations  from  text  books  of  acknowledged  authority, 
decisions  of  the  Court  of  Appeals  of  Maryland  and  decisions  of  the 
Supreme  Court  of  the  United  States. 

"The  attorney  for  the  respondent  concedes  the  correctness  of  this 
law  while  denying  that  the  facts  of  the  pending  case  make  it  appli- 
cable against  the  rates  proposed.  It  is  needless  to  add  that  we  con- 
cur in  the  correctness  of  the  principle  of  law  which  must  guide  us  to 
our  conclusion 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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''With  reference  to  the  reasonableness  of  these  rates  we  must  concede 
that  when  compared  to  the  rates  established  by  other  water  com- 
panies doing  business  under  similar  or  nearly  similar  circumstances, 
they  seem  fair  and  moderate,  nor  do  they  seem  excessive  when  a 
comparison  is  made  between  the  gross  revenues  and  the  operating 
expenses.  It  must  be  admitted,  too,  that  the  financial  condition 
of  the  Company  is  not  strong,  and  that  no  dividends  on  its  stock  has 
been  declared  or  paid  for  six  or  seven  years.  If  we  should  accept 
the  estimates  of  the  Company  as  to  the  expenses  and  revenues  of  the 
future  there  would  be  a  small  margm  of  profit  at  the  proposed 
figures,  making  possible  only  a  low  dividend. 

"But  there  is  another  side  to  be  considered.  BrookljTi  is  a  town  of 
four  or  five  hundred  houses,  and  it  was  proved  at  the  hearuig,  as 
alleged  in  the  petition,  that  its  worthy  inhabitants  are  mostly  manual 
laborers  earning  small  salaries,  and  that  the  dwellings  there,  for  the 
most  part,  are  blocked  together  and  are  only  about  1-4  feet  in  width. 
It  is  stated  that  the  wages  of  a  majority  of  these  citizens  would 
average  from  $1.50  to  $1.75  per  day  and  the  rental  paid  by  them  for 
houses  varied  from  $8.00  to  $12.00  per  month.  It  was  the  opinion 
of  a  number  of  witnesses  that  these  people  could  not  afford  to  take 
water  at  these  proposed  rates  and  $8.00  was  named  by  some  of  the 
witnesses  testifying  for  the  complainants,  and  $10.00  by  one  of  them, 
as  a  rate  that  the  people  could  afford  to  pay  and  at  which  they  would 
take  water.  We  must  conclude  that  the  residents  there,  who  at 
present  are  drawing  water  from  private  or  public  pumps,  desire  the 
convenience  which  is  enjoyed  by  people  of  all  progressive  communi- 
ties in  having  water  ready  at  hand  in  their  owti  dwellings.  A  pre- 
vious case  by  the  residents  before  this  Commission  in  which  it  was 
sought  to  compel  the  respondent  to  extend  its  mains  to  their  town, 
proves  this,  unless  we  should  question  the  sincerity  of  the  application 
then  made,  and  that  we  have  no  disposition  to  do.  The  question 
then  comes  back,  what  is  a  fair  rate — fair  to  the  respondent  company 
and  to  the  complaming  citizens?  We  do  not  feel  it  essential,  in 
order  to  answer  that  query,  to  enter  into  a  detailed  analysis  of  the 
value  of  the  property  now  devoted  by  the  Company  to  the  public 
service." 

317 — Construction  in  Advance  of  Present  Needs. 

"Suffice  it  to  say  that  we  think  the  sum  of  $150,000.00,  upon  which 
this  estimate  of  a  proper  return  is  based,  is  too  high,  especially  when 
we  consider  that  in  the  construction  of  its  plant  to  Brookljn  the  re- 
spondent provided  a  plant  sufficiently  large  not  only  to  take  care  of 
the  present  prospective  customers  in  that  territory,  but  also  all 
customers  that  might  be  added  by  the  future  development  and  im- 
provement of  the  property  in  and  around  Brookhii  for  a  number  of 
years  to  come.  In  doing  this,  the  apparatus  at  its  pumping  station 
was  materially  enlarged,  and  its  mains  were  run  through  certain 
sections  m  Brookhii  where  the  property  is  unimproved,  but  which 
the  defendant  hoped  would  be  improved  in  the  future.     This  addi- 


6         Rate     Research  277 


tional  outlay  the  defendant  preferred  to  make,  and  perhaps  wisely 
so,  rather  than  increase  the  capacity  of  the  plant  as  new  demands 
were  made  upon  it,  but  certainly  the  present  users  can  not  be  ex- 
pected to  pay  a  rate  sufficiently  high  to  yield  a  fair  return  on  the 
money  invested  in  excess  of  the  amount  necessary  to  properly  pro- 
vide for  the  present  consumption.  If  the  Company  elects  to  make 
this  outlay  now,  rather  than  wait  until  there  is  a  demand  for  it,  then 
the  Company,  and  not  the  users  should  stand  the  interest  on  this 
amount . " 

NEW  JERSEY 
615.2 — Development  Rates. 

Complaint  of  Moving  Picture  Establishments  Against  the  Public  Ser- 
vice Electric  Company,  Protesting  Against  the  Proposed  Charge 
Which  Would  Classify  Service  For  Operation  of  Moving  Picture 
Establishments  Under  Lighting  Rates.  Decision  of  the  New  Jersey 
Board  of  Public  Utility  Commissioners,  Prescribing  New  Rates 
For  Such  Service.     November  24,  1914. 

The  complaint  was  brought  by  proprietors  of  moving  picture  establish- 
ments in  Paterson  protesting  against  a  proposed  change  in  the  rate 
charged  them  for  electric  service  for  operation  of  moving  picture 
establishments.  This  service  had  been  charged  for  at  power  rates, 
but  the  company  contends  that  the  service  required  by  the  moving 
picture  establishments  very  largely  coincides  in  point  of  time  with  the 
service  required  for  lighting,  and  contends  that  the  lighting  rate  is 
properly  applicable  to  this  class  of  service.     The  Board  says: 

"The  actual  net  rate  for  any  class  of  service  will  depend  upon  two 
things:  (a)  To  what  extent  does  a  given  class  of  service  affect  the 
peak  load  on  the  plant  and  distribution  system?  And  (b)  what  is 
the  load  factor  of  the  particular  class  of  service^ 

"Answering  the  first  of  these  questions,  where  a  given  class  of  service 
affects  the  peak  at  all,  the  full  demand  charge  must  be  included  in 
the  actual  charge  made  for  service.  Answering  the  second  question, 
it  will  be  seen  that  the  higher  the  load  factor,  or,  in  other  words, 
the  greater  number  of  hours'  use  of  the  demand,  the  lower  will  be 
the  final  net  charge  per  unit  of  energy  supplied." 

The  Board  concludes  that  this  class  of  service  falls  somewhat  between 
the  lighting  and  the  power  and  that  a  special  schedule  is  justifiable. 
The  company  was  ordered  to  put  into  effect  for  the  supply  of  current 
for  moving  picture  arcs,  whether  supplied  directly  from  the  mains  of 
said  company  or  through  motor  generator  sets,  the  following  schedule, 
effective  December  17,  1914: 

Rate. 

10  cents  per  kilowatt-hour  for  the  consumption  in  each  month  up  to  and  including 
an  amount  equal  to  75  kilowatt-hours  per  horse-power  of  connected  load; 

5  cents  per  kilowatt-hour  for  all  excess  consumption  in  such  month. 

Minimum  Charge. 

$1.00  per  month  per  horse-power  of  connected  load. 
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MANILA 

500 — Rate  Practice. 

Mrs.  E.  Moffat  v.  Manila  Electric  Railroad  and  Light  Company, 
Requesting  That  Service  Rendered  to  Separately  Metered  Premises 
Belonging  to  Complainant  Be  Billed  As  Though  Rendered  Through 
One  Meter.  Decision  of  the  Manila  Board  of  Public  Utility 
Commissioners,  Dismissing  the  Complaint.     December  3,  1914. 

580 — Terms  and  Conditions. 

The  Commission  upheld  the  practice  of  the  Manila  Electric  Railroad 
and  Light  Company  in  refusing  to  collect  in  one  monthly  bill  charges 
for  electric  current  rendered  to  one  consumer,  but  measured  by  several 
meters,  located  on  separate  properties  belonging  to  the  consumer. 
The  decision  says: 

"Subscription  to  measured-current  service  is  optional  with  the 
consumer,  who  is  really  benefited  by  it,  because  he  is  thus  enabled 
to  economize  on  the  electric  current  and  it  would  be  unreasonable 
to  prevent  the  company  from  treating  each  meter  measuring  the 
electric  current  of  an  electric  light  installation  as  a  consumer,  seeing 
that  the  meter  is  placed  for  the  convenience  and  benefit  of  the  con- 
sumer and  that  the  company  would  then  be  deprived  of  the  minimum 
monthly  charge,  authorized  as  a  just  compensation  for  the  gratuitous 
installation  and  use  of  the  meter.     .     ,     . 

"The  fact  that  the  four  houses  mentioned  are  in  a  group  and  serve 
the  same  purpose,  i.  e.  the  hotel  busmess  is  no  reason  why  the  several 
light  installations,  each  with  its  respective  meter,  in  the  said  houses 
should  be  considered  as  one  consumer  for  the  purposes  of  the  con- 
tract, and  consequently  also  for  those  of  the  greater  discount  and 
exemption  from  the  minimum  monthly  charge  per  meter,  because 
if  said  installations  were  so  considered,  it  would  constitute  an 
mireasonable  discrimination  or  preference  in  favor  of  the  com- 
plainant, Mrs.  Moffat,  m  charging  for  the  service  rendered,  as  the 
charge  would  be  the  same  as  in  the  case  of  a  consmner  ha\'ing  only 
one  meter  for  measuring  the  current  consumed  by  him.  Moreover, 
it  would  give  rise  to  combinations,  difficult  to  avoid,  on  the  part 
of  the  consumers  and  to  the  detriment  of  the  Company,  for  the 
purpose  of  securing  from  the  latter  the  largest  accumulative  discount 
possible  in  their  respective  electric  light  bills.     .     .     . 

''We  may  cite  here  the  case  of  the  City  of  Newark,  in  the  State  of 
New  Jersey,  United  States,  against  two  companies,  one  an  electric 
light  and  the  other  a  gas  company,  which  case  was  decided  by  the 
Board  of  Public  Utility  Commissioners  of  the  state  mentioned, 
because,  although  the  case  is  not  identically  the  same  as  the  one 
under  consideration,  yet  the  principle  established  can  be  applied 
here.     L^pon  deciding  said  case,  the  Board  said: 

'The  contention  that  the  consumption  of  gas  and  electricity  in  all 
public  buildings  in  the  city  of  Newark  should  be  treated  as  if  furnished 
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at  one  separate  installation,  thus  enabling  the  city  to  get  the  ])enefit 
of  a  larger  discount  is,  in  the  opmion  of  the  Board,  unreasonable, 
and  if  granted  would  be  in  fact  a  discrimination  in  its  favor  unless 
the  same  rule  applied  to  all  owners  of  more  than  one  piece  of  segre- 
gated property.' 

(City  of  Newark  vs.  Public  Service  Co.,  77,  Rep.,  Board  of  P.  U. 
Com.,  Vol.  1,  p.  413.) 

"The  Board  therefore  understands  that  the  complaint  filed  by  Mrs. 
Moffat  can  not  be  sustained,  and  the  same  is  therefore  dismissed." 

540 — Miniraiun  Charge. 

The  Board,  in  the  above  finding,  holds  that  a  minimum  monthly  charge 
may  be  exacted  as  a  just  compensation  for  the  installation  and  use  of 
a  meter.  The  company  has  in  effect  a  minimum  charge  of  two  pesos 
(P2.00)  or  $1.00  per  meter  per  month. 

OREGON 

614 — Heating  and  Cooking. 

Hubbard  Creamery  Company  et  al  vs.  Malalla  Electric  Com- 
pany, Alleging  That  the  Charge  for  Domestic  Heating  Appliances 
and  Small  Motors  is  Unreasonable.  Decision  of  the  Oregon  Rail- 
road Commission,  Ordering  The  Company  to  Modify  Its  Practice  in 
Charging  For  Such  Service.     January  11,  1915. 

It  is  the  practice  of  the  defendant  company,  in  cases  where  small 
motors  and  domestic  heating  appliances  are  used  on  the  premises 
of  the  consumer  using  its  product  under  the  schedule  for  lighting 
purposes,  to  charge  regular  power  rates  for  current  consumed  by  such 
small  motors  and  appliances.     The  Commission  says: 

'Tt  is  customary,  and  a  reasonable  practice,  to  permit  consumers 
under  business  or  residence  lighting  schedule  to  install  domestic 
heating  appliances  and  small  motors,  not  exceeding  two  kilowatts 
total  connected  load,  as  a  part  of  their  regular  installation,  and 
without  requiring  a  separate  meter  and  monthly  minimum  therefor. 
In  so  far  as  the  practice  of  the  defendant  does  not  permit  this  to 
be  done,  it  is  unjust  and  unreasonable." 

NEW  YORK 

132 — Protection  from  Competition. 

Petition  of  the  Mechanicville  Electric  Light  and  Gas  Company, 
For  Permission  To  Exercise  Franchise  in  the  Town  of  Schaghticoke, 
Rensselaer  County,  at  Hemstreet  Park.  Decision  of  the  New  York 
Public  Service  Commission  (Second  District),  Granting  the  Application. 
December  15,  1914. 

The  petitioner  asks  for  authority  to  exercise  a  franchise  received  from 
the  Town  Board  of  Schaghticoke  authorizing  it  to  furnish  street  light- 
ing service  in  Hemstreet  Park  under  a  five  year  contract.  The  peti- 
tion is  opposed  by  the  Halfmoon  Light,  Heat  and  Power  Company, 
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which  company  is  supplying  electricity  to  private  consumers  in  Hem- 
street  Park.  The  latter  company  has  not  furnished  any  street  lighting 
service  in  Hemstreet  Park,  but  was  an  unsuccessful  competitor  against 
the  Mechanicville  Company  for  the  street  lighting  contract.  The 
bid  of  the  Half  moon  company,  rejected  by  the  Town  Board  of  Schagh- 
ticoke,  was  for  something  over  $12  per  light,  as  against  the  Mechanic- 
ville company's  bid  of  $9.90  per  light,  which  was  accepted.  The 
Half  moon  Company  based  its  objection  to  the  granting  of  the 
Mechanicville  company's  application  upon  the  grounds  that  the  latter 
company  gives  very  bad  service  elsewhere  and  that  it  will  never  be 
able,  except  with  ruinous  consequences  to  itself,  to  carry  out  its  street 
lighting  contract  in  Hemstreet  Park;  and  that  its  entrance  into  this 
territory  for  street  lighting  or  for  any  other  purpose  is  "unfair  and 
destructive  competition"  within  the  meaning  of  the  provisions  of  the 
Public  Service  Commissions  Law  which  protect  an  existing-  company 
already  in  possession  of  territory  against  such  competition. 

The  Commission  points  out  that  the  entrance  of  the  new  company 
will  not  inpair  the  solvency  of  the  Halfmoon  Company  nor  furnish 
injurious  competition.  The  Halfmoon  Company  is  the  larger  and  more 
prosperous  of  the  two  companies  with  its  principal  place  of  business 
at  Halfmoon,  and  its  business  in  Hemstreet  Park  constitutes  but  an 
insignificant  part  of  its  entire  volume  of  business.  The  Commission 
says : 

''We  are  inclined  to  believe,  under  all  the  circumstances,  that  the 
apphcation  of  the  Mechanicville  company  should  be  granted. 
Very  likely  it  is  true  that  the  Mechanicville  company  will  not  find 
it  profitable  to  carry  out  the  terms  of  its  street  lighting  contract 
in  a  way  which  will  give  satisfaction  to  the  people  of  Hemstreet 
Park.  It  may  have  agreed  to  do  the  work  at  too  low  a  price.  The 
testimony  which  tends  to  show  that  the  electric  service  given  by 
the  applicant  elsewhere  is  not  very  good  may  all  be  true.  The 
local  authorities  of  the  Town  of  Schaghticoke  may  not  have  decided 
wisely  in  making  such  a  contract  as  they  did  with  the  Mechanicville 
company.  Possibly  it  might  have  been  better  for  them  to  have 
done  business  with  the  Halfmoon  company  at  a  higher  price.  We 
do  not  think  it  necessary  to  pass  judgment  on  these  questions. 
They  are  matter  with  regard  to  which  the  members  of  the  Town 
Board  of  Schaghticoke  may  perhaps  at  some  future  time  have  to 
account  to  their  constituents,  but  we  do  not  regard  them  as  questions 
into  which  we  must  inquire  closely  in  these  proceedings.  As  a 
matter  of  fact,  the  Halfmoon  company  will  be  the  beneficiary  of 
any  failure  on  the  part  of  the  Mechanicville  company  to  carry  out 
its  agreement  with  the  Town  of  Schaghticoke.  A  failure  by  the 
last  mentioned  company  to  live  up  to  its  contract  with  the  Town 
of  Schaghticoke  would  necessarily  mean  that  the  people  of  the 
locality  will  have  to  turn  to  the  Halfmoon  company  for  their  elec- 
tric service.  We  think  the  objecting  company  must  content  itself 
with  that  situation. 
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''The  provisions  of  the  Public  Service  Commissions  Law  which  give 
an  existing  company  protection  against  ruinous  competition  from 
another  concern  seeking  entrance  into  its  territory  relate  to  actual, 
rather  than  to  merely  theoretical  dangers  of  this  sort.  It  is  obvious 
that  there  would  be  no  real  danger  to  the  solvency  of  the  Halfmoon 
company  if  the  present  application  for  leave  to  carry  out  its  street 
lighting  contract  in  Hemstreet  Park  were  granted.  If  through 
subsequent  applications  by  the  Mechanicville  company  to  enter 
other  portions  of  the  Halfmoon  company's  territory  the  question 
of  unfair  competition  should  hereafter  concretely  arise,  the  powers 
of  this  Commission  could  then  perhaps  be  invoked  by  the  Halfmoon 
company  to  protect  it  against  such  competition.  But  the  Com- 
mission's intervention  now  would  not,  we  feel,  be  warranted.  The 
dangers  alleged  have  no  present  actuality  whatsoever.  They 
might  almost  be  called  imaginary.  The  Halfmoon  company's 
entire  ability  to  survive  such  'competition'  as  it  is  here  threatened 
with  is  conceded.  And  the  framers  of  the  Public  Service  Commis- 
sions Law  never  intended,  we  believe,  to  so  far  kill  off  competition 
between  electric  light  companies  as  to  contemplate  the  possibility 
of  intervention  by  the  Commission  in  a  case  like  the  present — where 
the  people  of  a  locality  have  indicated  a  decided  preference  for  a 
weak  concern  against  a  strong;  and  where  this  local  preference, 
however  mistaken  it  may  be,  can  be  exercised  without  any  real 
injury  to  the  larger  of  the  two  competitors.  The  Halfmoon  company, 
a  perfectly  reliable  concern,  seems  for  the  moment  to  be  so  much 
out  of  favor  with  the  town  authorities  of  Schaghticoke  as  to  have 
lost  a  little  street  lighting  contract  to  a  much  smaller  and  weaker 
company.  If  the  to'WTi  authorities  and  residents  suffer  in  conse- 
quence from  bad  electric  service,  they  have  no  one  but  themselves 
to  blame.  The  resulting  situation  is  not  one  of  those  for  the  remedying 
of  which  public  service  commissions  were  organized.  It  is  a  situa- 
tion requiring  home  treatment  exclusively,  if  it  requires  any.  It 
will  probably  correct  itself.  At  all  events  we  feel  that  we  should 
be  exceeding  our  legal  powers  if  we  were  to  try  to  intervene  in  it. 

"Even  if  the  Halfmoon  company  should  now  be  willing  rather  than 
have  this  application  granted,  to  take  the  contract  which  the  Mechan- 
icville company  has  with  the  Towti  of  Schaghticoke,  at  the  figure 
agreed  to  by  the  Mechanicville  company,  it  would  make  no  difference. 
The  TowTi  of  Schaghticoke  has  not  so  far  as  we  are  advised,  signified 
its  willingness  to  substitute  the  Halfmoon  company  for  the 
Mechanicville  company  nor  has  the  Mechanicville  company  indicated 
any  disposition  to  relmquish  its  rights  without  a  struggle.  Surely, 
under  the  circumstances  it  is  not  our  duty  to  try  to  compel  them 
so  to  do. 

"The  application  of  the  Mechanicville  Electric  Light  and  Gas 
Company  for  leave  to  construct  its  lines  and  exercise  its  franchise 
in  Hemstreet  Park,  toA\Ti  of  Schaghticoke,  Rensselaer  county,  is  there- 
fore granted." 
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ANNUAL  REPORTS 
INDIANA 

252 — Commission  Annual  Reports. 

The  Annual  Report  of  the  Indiaxa  Pl^lic  Service  Commission,  For 
the  Fiscal  Year  Endmg  April  30,  1914. 

The  Indiana  Coininission  has  issued  its  first  annual  report.  The  report 
contains  a  rather  complete  discussion  of  the  constitutionality  of,  and 
necessity  for,  the  special  legislation  conferring  jurisdiction  on  the 
Commission;  and  an  analysis  of  the  powers  and  duties  conferred  upon 
the  Commission  as  compared  with  similar  provisions  in  the  public 
utility  laws  of  other  states.  This  discussion  covers  the  following  sub- 
jects: powers  of  the  commission;  depreciation;  annual  reports  of 
utility  companies;  adequate  service  and  facilities;  unjust  discrimina- 
tion; transfer  or  lease  of  public  utility  property;  the  issue  of  stocks, 
bonds,  notes  or  other  evidences  of  indebtedness;  and  the  indeterminate 
permit.  An  account  of  the  organization  of  the  Commission  and  its 
various  departments,  and  a  brief  abstract  of  the  w'ork  accomplished 
and  decisions  rendered  are  given.  Rates  of  the  various  electric,  gas  and 
water  utilities  of  the  state  are  given  in  tabulated  form. 

The  following  are  extracts  from  the  Commission's  discussions  on  various 
subjects  of  interest: 

112.1 — Indeterminate  Permits. 

"This  provision  of  the  law  is  peculiar  to  Wisconsin.  It  is  made  a 
part  of  our  act.  By  the  surrender  of  its  license,  permit  or  franchise, 
any  utility  can  obtain  a  perpetual  right  to  transact  its  business 
where  it  is  at  the  time  it  surrenders  its  franchise,  license  or  permit. 

"The  effect  of  the  indeterminate  permit  is  to  rid  the  utility  of  every 
burden  it  had  assumed  under  the  franchise  (except  as  limited  by  the 
proviso  in  Section  7).  In  return  the  utility  concedes  the  right  of 
the  municipality  in  which  the  greater  part  of  its  property  is  situated, 
to  take  over  at  any  time  the  property  of  such  utility  that  is  used  and 
useful  for  the  convenience  of  the  public,  at  a  value  to  be  determined 
by  the  Commission." 

146 — Transfer  or  Lease. 

"Section  95  of  our  act  covers  two  subjects.  The  first  sentence 
provides,  'that  no  public  utility  shall  sell,  transfer  or  lease  its  franchise, 
works  or  system,  or  any  part  of  such  franchise,  works  or  system,  to 
any  other  person  or  corporation  or  contract  for  the  operation  of 
its  works  or  system,  without  the  written  consent  of  the  Commission, 
after  a  hearing.' 

"This  is  one  of  the  vital  provisions  of  the  theory  of  the  regulations 
of  public  utilities.    Public  service  corporations  are  natural  monopolies. 
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Our  public  service  act  is  founded  upon  the  assumption  that  this  is 
true.  These  natural  monopolies  are  often  buttressed  by  very  favorable 
franchises.  The  provision  of  the  law  now  under  consideration  is 
the  legislative  expression  of  the  will  of  the  people  that  this  monopolis- 
tic power  shall  not  be  extended  except  on  terms  that  the  Commission 
shall  approve  after  a  hearing.  This  is  correct  in  theory.  Existing 
monopolistic  power  ought  not  to  be  extended  or  enlarged.  The 
surrender  of  the  rate-makmg  power  ought,  generally,  to  be  a  condi- 
tion of  the  transfer  and  sale  of  these  properties.  The  grant  of 
enlarged  opportunities  ought  to  be  hedged  about  with  clear  and 
powerful  limitations.  Unrestrained  monopoly  is  always  dangerous. 
When  intelligently  and  sternly  controlled  by  the  state,  monopoly 
may  be  made  to  render  sternly  efficient  service  for  less  compensation 
than  could  be  obtained  under  the  same  circumstances  from  unbridled 
competition." 

132 — Protection  from  Competition. 

"But  competition  has  not  been  entirely  overthroA\Ti  by  the  new  act. 
Where  there  is  in  a  community  a  utility  producing  a  service  or 
product,  and  steadfastly  holding  to  an  unconscionable  franchise,  the 
law  permits  the  Commission  to  authorize  a  competitor  to  enter  the 
field.  As  the  Commission  is  at  present  constituted,  it  would  cheer- 
fully build  up  a  rival  to  jar  existing  monopoly  and  an  imwarranted 
franchise  apart.  There  is  enough  of  the  spirit  of  competition  left 
to  temper  the  winds  to  the  shorn  lamb,  where  the  people  are  active." 

149 — Holding  Companies. 

"Section  95  further  provides,  'That  no  utility  shall  directly  or 
indirectly  acquire  the  stocks  or  bonds  of  any  other  corporation 
incorporated  for  or  engaged  in  the  same  or  a  similar  business  or 
purporting  to  operate  or  operating  under  a  franchise  from  the  same 
or  any  other  municipality  without  the  consent  of  the  Commission.' 

"This  was  intended  as  a  blow  to  holding  companies.  These  holdmg 
companies  are  growing  on  what  they  feed  on.  Before  the  enactment 
of  the  law  foreign  banking  sjiidicates  were  buying  up  the  utilities 
of  the  State  through  these  holding  companies.  As  a  result,  the  door 
of  opportunity  was  closed  to  local  investors  and  capitalists  and  the 
people  saw  strangers  entrusted  with  the  control  of  public  necessities. 
"It  is  our  judgment,  that  the  greatest  constitutional  power  of  the 
Legislature  ought  to  be  exerted  to  prevent  one  public  service  cor- 
poration from  buying  a  controlling  interest  in  another  public  service 
corporation,  and  especially  so  when  they  are  in  the  least  competitors. 
"The  public  service  acts  of  some  of  the  other  States  hedge  this 
condition  about  more  perfectly  than  does  ours.  The  Illmois  Utility 
Act  Provides:  'That  the  Commission  must  be  satisfied  that  the 
public  will  be  convenienced  thereby.' 

"In  the  Michigan  act  there  is  this  provision:  'If  upon  the  hearmg 
of  such  application  it  shall  be  made  to  appear  to  the  Commission 
that  such  sale,  lease,  merger  or  consolidation  is  in  furtherance  of 
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public  convenience  and  necessity,  and  that  the  property  to  be  sold 
or  leased  is  of  at  least  the  value  at  which  it  is  to  be  taken,  etc'  " 

200 — Public  Service  Regulation — Law  and  Practice. 

"The  public  does  not  underwrite  investments  in  public  service 
corporations.  The  investors  in  such  properties  take  their  own 
chances,  as  do  the  investors  in  properties  not  impressed  with  the 
public  interest.  The  State  has  asserted  the  right  to  regulate  these 
properties  in  a  reasonable  way.     This  it  has  a  right  to  do. 

''So  long  as  the  Legislature  enacts  laws,  the  administration  of  which 
is  imposed  upon  us,  we  will  earnestly  perform  our  duty.  Where  a 
discretion  is  vested  m  us  we  will  cheerfully  exercise  it  where  the 
company  has  made  a  reasonable  effort  to  comply  with  the  law. 
Otherwise  not." 

222 — Accounts. 

"It  appears  that  our  public  utility  act  and  that  of  Wisconsin  are 
the  only  two  mandating  the  Commission  to  prescribe  uniform 
systems  of  accounts.  Each  of  the  others  and  the  Interstate  Com- 
merce Act  leaves  the  prescribing  of  the  accounts  to  the  discretion 
of  the  Commission.  To  enforce  this  provision  arbitrarily  and  ^vith 
unyielding  rigidity  at  once  would  result  in  a  great  sacrifice  to  the 
utilities  and  directly  through  them  to  the  people  of  the  State.  The 
provision  is  a  just  and  necessary  one  when  administered  with  pru- 
dence and  with  a  reasonable  regard  to  the  circumstances  and  con- 
venience of  the  separate  utilities.  It  would  be  a  misfortune  and  an 
absolute  loss  to  the  State  to  demand  peremptorily  that  each  utility 
on  a  given  day  conform  to  a  given  system  of  accounts.  The  enact- 
ment of  this  mandatory  provision,  however,  is  a  wise  enactment  in 
that  it  gives  notice  to  the  utilities  that  as  rapidly  as  is  consistent 
with  the  due  administration  of  their  affairs  they  must  adopt  the 
system  of  uniform  accounts  prescribed  by  the  Commission. 

"It  will  be  observed  that  the  section  provides  a  method  of  protection 
for  the  utilities,  m  that  they  may  lawfully  use  a  system  of  accounts 
and  books  and  forms  that  are  prescribed  or  approved  by  the  Com- 
mission. The  meaiiing  of  the  words  'or  approved'  is  this:  That 
wherever  a  practical,  useful,  scientific  system  of  accounts  is  followed 
by  any  given  utility,  and  books  and  records  that  will  serve  every 
purpose  for  some  time  to  come,  such  utility  so  circumstanced  has 
the  right  to  ask  the  Commission  to  permit  the  use  of  the  present 
system  of  accounts  and  the  books  and  records  at  the  time  on  hand, 
until  such  books  and  records  have  answered  the  purposes  for  which 
they  were  reasonably  intended  at  the  time  of  the  purchase. 

"With  this  interpretation  of  the  law,  we  think  the  mandatory 
provision  is  a  wholesome  and  a  wise  one. 

980— Public  Relations. 

"It  is  our  judgment  that  the  railroads  spend  annually  large  sums  of 
money  in  fruitless  strife  with  the  people  of  the  State.     We  believe 
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that  the  roads  are  most  prosperous  that  cheerfully  co-operate  with 
progressive  public  sentiment,  and  that  under  like  conditions  such  a 
course  will  always  be  more  profitable  than  an  attitude  of  stubborn 
defiance  to  the  will  of  the  people.  Our  suggestion  to  the  railroads, 
and  to  the  Legislature  in  its  capacity  as  the  representative  of  the 
people,  is  that  they  act  in  harmony  and  in  concert  in  the  enactment 
and  devising  of  further  legislation  touching  the  railroads  of  the  State. 

The  wealth  represented  by  these  properties,  the  power  they  may 
lawfully  exert,  the  influence  they  may  unlawfully  wield,  demands 
that  there  be  stern  and  unyielding  regulations  of  the  railroads  of  the 
State  and  of  the  Nation.  When  these  corporations  enter  earnestly 
into  an  effort  to  co-operate  cheerfully  with  the  average  citizen  of  the 
State  touching  his  affairs  and  the  affairs  of  these  corporations,  we 
think  there  will  be  an  end  of  strife  and  a  return  of  more  prosperous 
conditions." 


WASHINGTON 

252 — Commission  Annual  Reports. 

The  Annual  Report  of  the  Washington  Public  Service  Commission, 
Covering  the  Period  from  December  1,  1913,  to  November  30,  1914. 

The  report  contains  the  Commission's  decisions  rendered  during  the 
period  covered,  opinions  of  the  Attorney  General,  and  a  brief  review  of 
the  Commission's  work  for  the  year.  There  is  very  little  in  the  report 
pertaining  to  electric  companies.  The  Commission's  order  for  supple- 
menting and  amending  rules  in  the  Act  of  the  Legislature  of  1913, 
Chapter  130,  Relating  to  Electrical  Construction,  issued  August  14, 
1914,  is  not  printed  in  the  report,  but  a  statement  is  made  that  copies 
in  pamphlet  form  will  be  furnished  on  application. 


NEW  JERSEY 


315.4 — Franchise  Value. 


Recommendations  of  the  New  Jersey  Board  of  Public  LTtility 
Commissioners.  Part  of  the  Annual  Report  For  the  Year  Ending 
December  31,  1914.     Pamphlet  24  pages. 

In  discussing  the  decision  of  the  Court  of  Errors  and  Appeals  in  the 
Passaic  Gas  rate  case  (6  Rate  Research  180,  195)  the  Board  says: 

"In  the  Passaic  Gas  Rate  case,  the  Legislature  not  havmg  speci- 
fically referred  to  the  value  to  be  placed  on  the  franchise  in  fixing  a 
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rate,  the  Board  did  not  apply  the  rule  apparently  laid  down  by  the 
Court  of  Errors  and  Appeals. 

"So  long  as  the  decision  of  the  court  is  in  effect,  and  the  law  is 
unchanged,  the  action  of  the  Board  must  conform  to  the  decision. 
The  Board  does  not  understand  that  the  decision  of  the  court 
questions  the  right  of  the  Legislature  to  declare  a  State  Policy 
difTerent  from  that  now  held  to  be  in  effect. 

''In  accordance  with  the  provision  of  the  Public  Utility  Act  which 
directs  the  Board  in  reporting  to  the  Governor  to  make  'such  rec- 
ommendations as  it  may  deem  proper,'  the  Board,  in  view  of  the 
foregoing,  respectfully  recommends  that  consideration  be  given 
to  the  advisability  of  amending  the  public  utility  act  so  that  it  shall 
clearly  appear,  as  the  legislative  intent,  and  as  an  authoritative 
declaration  of  State  policy,  that  the  Board,  in  fixing  just  and  reasona- 
ble rates  to  be  charged  by  a  public  utility,  shall  not  value  the  fran- 
chise of  such  utility  in  excess  of  the  amount  the  Board  finds  to  have 
been  legitimately  spent  in  procuring  it.  Such  is  the  policy  of  the 
State,  as  specifically  declared  in  the  public  utility  act  with  respect 
to  the  capitaHzation  of  franchises." 


COURT  DECISIONS 

MICHIGAN 

110 — Establishment. 

City  of  Lansing  v.  Michigan  Power  Company.  Decision  of  the 
Michigan  Supreme  Court,  December  19,  1914.    150  Northwestern  250. 

The  City  of  Lansing  instituted  an  action  to  compel  the  defendant  to 
remove  from  the  public  streets  the  poles  and  wires  and  equipment 
installed  therein  by  the  defendant  for  the  purpose  of  transmitting 
electric  current  for  power  and  lighting  purposes.  The  City  of  Lansing 
has  a  municipal  electric  plant  furnishing  light  and  power  service. 
The  city  claims  that  the  defendant's  only  right  in  the  streets  arose 
out  of  a  franchise  granted  to  the  defendant's  predecessor  Avhich  has 
expired  by  reason  of  its  terms  of  limitation.  The  defendant  claims 
that  it  is  using  the  streets  under  the  grant  of  the  Legislature  contained 
in  Act  264,  Public  Acts  of  1905.  The  Supreme  Court  quotes  in  full 
the  opinion  of  the  Circuit  Court  from  which  complainant  appeals. 
The  decision  of  the  lower  court  says: 

"The  act  of  1905  tendered  a  franchise  to  defendant;  such  franchise 
was  accepted  by  defendant  by  way  of  installing  its  service  equipment 
in  the  public  streets  and  providing  a  service  of  a  public  utility; 
and  this  tender  and  acceptance  constitute  a  contract  between  the 
state  and  defendant  beyond  the  power  of  the  Legislature,  the 
Constitution,  or  of  this  court  to  impair  by  destroying  the  contract 
right  to  remain  in  the  streets. 
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"It  is  true  that  it  is  not  every  act  of  the  Legislature  providing  for 
incorporation  or  relating  to  corporate  rights  and  privileges  that  will 
constitute  a  contract,  but  when  the  Legislature  by  act  invites  a 
public  utility  corporation  to  expend  money  in  establishing  a  plant, 
upon  the  grant  of  the  right,  to  use  the  public  streets,  then  upon 
accepting  the  grant  and  establishing  the  plant  and  installing  the 
public  service  equipment  in  the  streets,  there  has  come  into  existence 
a  contract  beyond  the  power  of  any  division  of  the  government  to 
impair  by  recall  of  the  grant  to  be  upon  the  public  streets." 

The  lower  court  pointed  out  that  the  Legislature  of  1905  either  pur- 
posely or  thoughtlessly  made  the  grant  without  fixing  any  period  of 
enjoyment  and  concluded: 

''In  the  absence  of  a  declaration  of  a  period  during  which  the  right 
might  be  enjoyed,  it  is  the  law  in  this  state  that  it  may  be  enjoyed 
for  the  period  of  the  statutory  life  of  the  corporation  [thirty 
years]." 

After  stating  the  opinion  of  the  lower  court  the  Supreme  Court  holds 
as  follows: 

"We  agree  with  counsel  for  defendant  that  it  is  immaterial  to  the 
consideration  of  this  case  whether  the  grant  was  for  the  life  of  the 
corporation  or  in  perpetuity.  The  circuit  judge  took  the  view 
that  the  grant  was  for  the  life  of  the  corporation.  We  do  not  pass 
upon  that  question.  In  all  other  respects  we  concur  in  the  con- 
clusions of  the  circuit  judge  and  the  decree  below  dismissing  the 
bill  of  complaint  is  affirmed,  with  costs  to  the  defendant." 


REFERENCES 
RATES 

600 — Rate  Differentials. 

The  Best  Control  of  Public  Utilities,  by  Frank  G.  Baum,  4  pages 
(to  be  continued).  Journal  of  Electricity,  Power  and  Gas,  January  23, 
1915,  p.  57. 

It  is  stated  as  an  axiom  that  the  best  control  of  a  utility  is  that  which  develops 
an  eagerness  and  ability  on  the  part  of  the  company  to  furnish  the  service,  and  an 
equal  eagerness  and  ability  on  the  part  of  the  consumer  to  purchase  the  service. 
Class  rates  are  discussed  as  one  of  the  factors  which  may  be  made  to  promote 
the  best  interests  of  the  business.  After  a  general  discussion  of  the  need  of  dif- 
ferent rates  for  different  classes  of  electric  service,  various  methods  for  determin- 
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ing  class  rates  for  such  service  are  outlined.  (The  article  is  abridged  from  a 
paper  presented  before  the  San  Francisco  Section  of  the  American  Institute  of 
Electrical  Engineers,  January  22,  1915.) 


INVESTMENT  AND  RETURN 

312 — Inventory. 

Instruction  for  Field  Work  in  Mechanical  Department  and  Roadway 
AND  TiL\CK  Department  of  the  Division  of  Valuation,  Interstate 
Commerce  Commission.  Pamphlets,  17  and  18  pages,  respectively, 
October  1,  1914. 

The  Division  of  Valuation  of  the  Interstate  Commerce  Commission  has  issued  in 
pamphlet  form  the  first  tentative  draft  on  instructions  for  field  work  of  the  mechan- 
ical department  and  a  second  tentative  draft  on  instruction  for  field  work  of  the 
roadway  and  track  department  to  be  used  in  the  preparation  of  an  inventory  of 
the  fixed  physical  property  of  railway  carriers. 

360 — Depreciation . 

AcccuNTiNG   FOR   DEPRECIATION,   by  James   R.  Ceavaih.    1^    pages 
Electrical  World,  January  23,  1915,  p.  213. 

The  importance  of  proper  accoimting  for  depreciation  is  urged  in  this  article 
from  the  standpoint  of  the  examining  engineer  or  stockholder.  Necessity  for  a 
provision  for  depreciation  has  been  ignored  by  many  companies  for  many  years, 
but  rate  regulation  has  brought  about  the  realization  of  the  importance  of  making 
provision  for  depreciation  in  their  accounts.  Simple  methods  of  accounting 
from  which  adequate  information  may  be  secured  as  to  the  company's  method 
of  handling  depreciation  are  discussed,  and  the  writer  concludes  that  "opin- 
ions may  differ  as  to  the  desirability  of  showing  on  balance  sheets  and  statements 
the  first  cost  of  the  property,  the  total  depreciation  accrued  to  date,  and  the 
depreciation  paid  to  date,  but  the  intelligent  reader  of  such  statements  could 
form  a  much  better  idea  of  the  real  treatment  of  depreciation  if  these  figures  were 
obtainable  readily." 


GENERAL 

900— General. 

The  High  Intensity  Street  Lighting  of  European  Cities  Com- 
pared With  New  York,  by  C.  F.  Lacombe.  (Reprinted  from 
The  Transactions  of  the  I llumifiating  Engineering  Society,  Vol.  IX,  p.  614). 
Pamphlet,  23  pages. 

The  factors  and  considerations  which  influence  the  design  of  street  lighting  in- 
stallations in  the  large  cities  are  outlined  and  the  difference  between  European 
and  American  practice  is  pointed  out. 
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For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
IDAHO 

132 — Protection  from  Competition. 

Application  of  the  Idaho  Power  and  Light  Company  for  a  Certificate 
of  Convenience  and  Necessity.  Decision  of  the  Idaho  Public 
Utilities  Commission,  Granting  the  Petition,  January  16,  1915. 

Before  giving  an  abstract  of  the  decision  in  the  present  case  it  is  import- 
ant that  a  brief  history  of  the  case  be  given. 

In  the  decision  rendered  February  18,  1914  in  the  case  of  the  Great 
Shoshone  &  Twin  Falls  Water  Company  vs.  Idaho  Power  and  Light 
Company,  the  Commission  ordered  the  defendant  to  desist  from  the 
construction  of  its  system  to  serve  the  territory  occupied  by  the  Great 
Shoshone  Company  and  rendered  a  decision  in  favor  of  protection  of 
the  established  company  from  needless  competition.  (4  Rate 
Research  391.)  The  Defendant  applied  to  the  Supreme  Court  of 
the  State  for  a  writ  of  review  and  the  same  was  duly  prosecuted  in  the 
Supreme  Court  and  a  decision  rendered  June  27,  1914.  In  this 
decision  the  Supreme  Court  fully  reviews  the  decision  of  the  Commission 
and  defines  the  scope  and  intent  of  the  public  utilities  law.  The 
order  made  bv  the  Commission  was  affirmed.  (5  Rate  Research 
343.) 

Following  the  conclusions  reached  by  the  court,  the  Commission  again 
rendered  a  decision  in  the  matter  dated  November  7,  1914,  refusing 
the  certificate  of  convenience  and  necessity  to  the  Idaho  Power  and 
Light  Company  to  enter  the  territory  in  question.  In  this  decision 
the  Commission  finds  that  the  Great  Shoshone  company  is  rendering 
adequate  service  and  has  proved  itself  willing  to  meet  the  suggestions 
of  the  Commission  for  a  reduction  of  its  rates.  The  Commission  says 
of  this  company: 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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132.2 — Fair  Rates  and  Efl&cient  Service 


"We  imagine  that  it  would  be  a  very  rare  case  where  a  utihty  of 
the  magnitude  of  the  existing  utility  herein,  with  its  many  distrib- 
uting points,  its  great  list  of  customers,  and  the  diversified  uses 
to  which  its  output  is  applied,  if  there  would  not  be  found  many 
complaints  against  the  service  furnished.  As  the  management  of 
such  a  utility  involves  the  employment  of  many  individuals  it  can- 
not be  expected  that  the  administration  of  its  affairs  would  be 
absolutely  perfect.  The  frailties  and  short-comings  of  human 
effort  in  whatever  walk  of  life,  are  not  removed  when  men  are  engaged 
in  the  service  of  public  utilities.  The  record  shows  that  the  ex- 
isting company  has  made  commendable  efforts  to  serve  the  locality 
in  which  its  plants  are  located.  It  has  extended  its  lines  to  small 
villages  and  communities,  involving  much  expense  to  reach.  It 
has  encouraged  the  de^•elopment  of  farm  interests  by  stretching 
its  lines  to  remote  points  where  pumping  of  water  has  been  necessary 
to  reclaim  desert  places;  it  has  furnished  electrical  energy  for  power 
and  lighting  purposes  to  the  farmer  located  not  too  remote  from 
its  lines,  and  where  the  same  could  be  done  without  involving  an 
expense  that  was  prohibitive;  and,  upon  the  whole  its  course  and 
policy  has  been  as  free  from  criticism  as  could  be  expected  under 
the  circumstances." 

The  applicant,  however,  further  asserted  its  ability  to  make  a  greater 
reduction  in  rates  if  it  is  given  the  opportunity  to  furnish  the  service. 
The  Commission  finds  that  this  assertion  was  not  given  substantial 
proof  and  that  if  there  is  any  difference  to  the  two  companies  in  the 
cost  of  furnishing  the  service,  it  is  in  favor  of  the  present  company. 
The  decision  says: 

"This  assertion  of  what  the  applicant  will  do  if  permitted  to  enter 
the  field  is  not  inconsistent  with  what  it  naturally  would  do  should 
it  enter  the  field  in  the  absence  of  any  authority  to  control  or  regulate 
it.  When  one  company  enters  the  locality  occupied  by  another, 
the  usual  sequence  is  the  cutting  of  rates  on  the  part  of  both  in  order 
to  procure  on  the  one  hand  a  part,  or  all, the  patronage  then  enjoyed 
by  the  existing  company;  and,  on  the  other  hand  the  efforts  of  the 
existing  company  to  hold  its  patronage.  This  is  what,  in  common 
parlance,  is  termed  'cut  throat  competition'  and  is  recognized  in 
this  day  as  a  palpable  evil  and  which  the  statute  was  intended  to 
suppress.  So  that  the  profit  held  out  by  the  applicant,  alluring  as 
it  may  be,  should  not  so  becloud  our  view  as  to  cause  us  to  lose  sight 
of  the  usual  disaster  which  follows  such  a  fair  beginning,  and  which 
experience  has  showii  invariably  results  in  a  monopoly  of  0A\Tiership 
with  a  duplicate  in^•estment.     .     .     ." 

132 — Protection  from  Competition 

The  Commission  reviews  the  decision  of  the  Supreme  Court  and  quotes 
from  decisions  of  other  authorities  who  have  decided  in  favor  of  pro- 
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tection  from  competition  and  the  conclusion  of  the  Commission  is  in 
part  as  follows : 

"This  commission  has  had  some  experience,  in  the  short  time  it  has 
been  in  existence,  with  electrical  companies  which  are  temporarily 
in  competition,  pending  an  interim  to  determine  which  of  the  com- 
panies will  eventually  absorb  and  control  the  other.  There  is 
scarcely  a  week  passes  without  there  being  referred  to  us  the  com- 
plaint of  the  one  against  some  undue  practice  adopted  by  the  other 
to  secure  patronage.  These  companies,  recently,  have  had  a  well 
organized  division  of  canvassers  going  from  house  to  house  and 
there  besieging  consumers  with  the  alleged  advantage  of  their 
respective  facilities  in  order  to  induce  the  change  of  patronage  from 
one  to  the  other.  One  of  the  managers  of  these  companies  reported 
to  this  Commission  very  recently  that  the  two  companies,  in  his 
opinion,  were  expending  S3,000  per  month  for  the  services  of  these 
solicitors,  which  creates  a  useless  expenditure  and  is  necessarily 
a  loss  to  the  companies. 

"Much  reference  has  been  made  during  the  course  of  these  pro- 
ceedings to  the  effect  of  the  policy  of  the  Commission  (should  it 
fail  to  allow  the  application  for  a  certificate  of  public  convenience 
and  necessity)  in  retarding  the  development  of  the  state's  resources.  .  . 

"The  law  may  be  incongruous  with  the  best  interest  of  the  state. 
It  is,  or  it  is  not.  In  the  application  it  was  not  intended  to  be  of 
the  character  with  which  a  trial  balance  could  be  struck.  Its 
virtues  were  not  intended  to  be  neutralized  by  its  vices.  Its  prob- 
lems were  not  to  be  solved  upon  the  theory  that  results  would  be 
obtained  by  a  process  of  cancellation.  The  numerals  representing 
its  percentage  of  worth  must  bulk  largely  on  the  upper  line;  other- 
wise, it  should  not  exist.  As  it  follows  the  best  thought  as  contained 
in  the  statutes  of  older  states,  and  as  tested  by  experience,  it  will 
be  hard  to  decapitate  it  or  even  to  seriously  emasculate  it,  without 
killing  it.  These  are  questions  for  the  legislature  which  will  soon 
convene.  Until,  however,  the  law  is  repealed  or  modified,  with  its 
meaning  now  defined  by  the  Supreme  court,  we  cannot  see  wherein 
we  are  permitted  to  change  the  views  heretofore  expressed  in  the 
cases  involving  the  section  of  the  statute  in  question  which  have 
come  before  us." 

On  December  9,  1914  (a  change  in  the  membership  of  the  commission 
having  taken  place)  an  order  was  issued  again  opening  the  case  for 
rehearing.  In  the  decision  as  of  date,  January  16,  1915,  the  former 
position  of  the  Commission  is  reversed.  The  effect  of  the  latter  decision 
is  to  permit  the  entrance  of  a  second  utility  in  the  territory  in  question. 
The  Commission  says: 

"Having  taken  our  Public  Utility  Law  almost  literally  from  the 
California  Law,  we  are  presumed  to  have  adopted  also  the  inter- 
pretation theretofore  placed  upon  it  by  the  California  Railroad 
Commission." 
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The  Commission  then  cites  the  holding  of  the  Cahfornia  Commission 
in  the  case  of  the  Pacific  Gas  and  Electric  Company  vs.  The  Great 
Western  Power  Company,  (Volume  1,  of  the  California  Reports,  Page 
203.)     The  Commission  then  says: 

"It  is  urged  that  the  policy  above  enunciated,  if  competition  were 
permitted,  would  result  in  the  ultimate  consolidation  of  competing 
companies,  after  a  period  of  more  or  less  fierce  competition,  where- 
after the  consolidated  utility  claimed  the  right  in  the  courts  to  receive 
from  the  public  rates  high  enough  to  yield  to  the  company  a  return 
on  all  the  property  of  the  original  competitors,  including  the  property 
which  had  been  duplicated  and  a  large  portion  of  which  had  been 
'junked'.  This  objection  is  imaginary  rather  than  real.  This 
would  be  true  if  'cut  throat'  competition  were  permitted  and  typifies 
the  condition  of  affairs  before  the  enactment  of  the  Public  Utilities 
Law. 

"In  the  first  place,  this  Commission  is  given  the  right  to  establish 
rates  of  all  utilities,  and  it  shall  be  the  policy  of  this  Commission 
to  see  that  all  utilities  will  be  allowed  a  just  compensation  of  the 
value  of  their  property  used  and  useful  for  the  public  purpose,  they 
cannot  continue  to  expect  the  public  to  pay  to  them  rates  high  enough 
to  yield  unreasonably  high  returns  on  the  property.  So  that  if  a  new 
company  should  be  permitted  to  enter  the  territory  now  served  by 
the  Great  Shoshone  Company,  competition  will  exist  only  as  to  the 
kind  and  character  of  service  to  be  rendered  and  the  numerous 
and  divers  uses  to  which  electric  energy  may  be  applied. 

"Idaho  is  a  young  and  growing  state,  with  tremendous  possibilities 
of  development,  and  it  seems  against  public  policy  that  this  Com- 
mission should  take  any  step  that  would  tend  to  tie  up  the  unlimited 
undeveloped  water  power  of  this  state  and  thereby  retard  the  develop- 
ment of  our  resources.  The  development  of  this  natural  resource, 
lying  at  our  very  doors,  should  be  encouraged  so  that  the  people 
may  enjoy  the  privileges  and  comforts  which  are  rightfully  theirs.     .  . 

132.2 — Fair  Rates  and  Eflacient  Service 

"We  therefore,  conclude  that  the  California  rule  as  herein  enunciated 
is  the  only  rational  rule  for  this  Commission  to  adopt.  Having 
adopted  a  rule  in  this  matter,  we  must  next  make  the  proper  applica- 
tion of  the  facts  in  this  case  and  determine  if  they  fall  within  said 
rule.  There  are  three  questions  which  present  themselves  for 
consideration,  viz.: 

"1.  Was  the  Great  Shoshone  &  Twin  Falls  Water  Power  Company 
rendering  adequate  service  in  the  field  in  question  at  the  time  of 
the  threatened  competition  by  the  applicant  herein? 

"2.     If  the  service  was  adequate,  were  the  rates  reasonable? 

"3.  Was  and  is  the  territory  in  question  completely  served  by  the 
Great  Shoshone  &  Twin  Water  Power  Company?" 


6         Rate     Research  295 


The  Commission,  after  discussion  of  the  testimony  offered,  concludes 
that  the 

"Great  Shoshone  Company  was  and  is  in  a  position  to  render 
reasonably  good  service  to  the  citizens  of  the  communities  in  question." 
In  the  matter  of  rates  the  Commission  points  out  that  before  the 
threatened  competition,  in  1912,  the  company  had  in  effect  a  maximum 
rate  of  15  cents  which  has  been  reduced  to  a  maximum  of  9  cents  at 
the  present  time. 

"We,  therefore,  must  conclude  that  the  Great  Shoshone  Company 
at  the  time  the  territory  in  question  was  threatened  with  com- 
petition, was  not  furnishing  electrical  energy  to  the  inhabitants 
of  the  various  cities,  to^Mls,  and  villages,  in  said  territory  at  reasonable 
rates." 

The  Commission,  however,  does  not  make  any  further  statements  in 
regard  to  the  reasonableness  of  the  rates  at  present  offered  by  the 
Company. 

132.8 — Unnecessary  Duplication 

"We  next  come  to  the  third  proposition.  Was  and  is  the  territory 
in  question  completely  served  by  the  Great  Shoshone  Company? 
The  record  shows  that  the  Great  Shoshone  has  constructed  96.87 
miles  of  rural  distribution  lines,  scattered  over  six  counties  and 
radiatmg  out  from  18  different  cities,  towns  and  villages  as  distri- 
buting centers.  From  those  facts  we  can  hardly  conclude  that  the 
entire  territory  of  those  six  counties  was  completely  occupied  by 
the  Great  Shoshone  Company.  The  California  Commission  in  the 
case  of  the  Pacific  Gas  and  Electric  Company  vs.  Great  Western 
Power  Company,  supra,  page  212,  said:  'But  the  fact  that  a  power 
line,  for  instance,  crosses  a  county  and  in  the  immediate  vicinity 
of  its  line  is  distributing  electricity  for  power  and  light  purposes, 
certainly  could  not  lead  us  to  conclude  that  the  entire  territory  of 
such  county  was  completely  occupied  by  the  existing  utility.' 

"Another  question  urged  by  the  applicant  was  that  the  Idaho 
Power  and  Light  Company  can  furnish  power  more  cheaply  than  the 
Great  Shoshone  Company  by  reason  of  its  smaller  investment. 
Evidence  was  introduced  showing  the  property  cost  of  the  Shoshone 
Company  to  be  something  like  $4,217,203.84  while  that  of  the 
Idaho  Power  and  Light  Company  was  $2,192,009.20.  These  figures 
were  compiled  from  the  annual  reports  of  the  companies  filed  with 
this  Commission.  This  matter  of  values  or  cost  was  very  lightly 
touched  upon  and  we  can  hardly  give  very  much  weight  to  the  same. 
We  would  hesitate  considerably  before  accepting  the  same  as  final 
in  a  rate-making  contest.  We  are  satisfied  from  the  evidence 
introduced,  however,  that  the  Idaho  Power  and  Light  Company 
can  furnish  power  as  cheaply,  if  not  more  cheaply,  than  the  Great 
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Shoshone  Company  and  that  is  as  far  as  we  care  to  discuss  the 
matter  in  this  case." 

132 — Protection  from  Competition 

"We  do  not  wish  to  be  understood  as  holding,  or  intending  to  hold, 
that  the  door  of  competition  will  be  thrown  wide  open  in  this  State; 
but,  unless  it  is  shown  that  the  utility  desiring  to  enter  a  competi- 
tive field  can  give  such  service  as  will  be  a  positive  and  material 
advantage  to  the  public,  it  will  not  be  allowed  to  enter  a  field  already 
occupied;  Provided  always,  that  the  existing  utility  is  furnishing 
the  public  in  its  territory  with  adequate  service  at  reasonable  rates 
at  the  time  of  the  threatened  competition.  Each  case  must  be 
decided  upon  its  own  particular  merits. 

''With  the  findings  above  set  forth  and  the  views  herein  expressed, 
the  conclusion  which  must  follow  is  that  the  Order  heretofore 
entered  in  this  case  on  the  origmal  hearing,  being  Order  No.  169, 
should  be  vacated  and  set  aside,  and  that  the  application  of  the 
Idaho  Power  and  Light  Company  for  a  certificate  of  convenience 
and  necessity  be  granted." 


MASSACHUSETTS 


371 — Sliding  Scale  of  Rates  and  Dividends. 

Complaint  vs.  Boston  Consolidated  Gas  Company,  Alleging  that 
the  Prices  Charged  for  Gas  Service  are  Unreasonable.  Decision  of 
the  Massachusetts  Board  of  Gas  and  Electric  Light  Commissioners, 
Holding  That  the  Board  Will  Not  Interfere  With  the  Prices  Estab- 
lished by  the  "Sliding  Scale"  Act  of  1906.     December  21,  1914. 

The  rates  to  be  charged  by  the  Boston  Consolidated  Gas  Company 
were  established  by  Chapter  422,  Act  of  1906  entitled  "An  Act  to  pro- 
mote the  reduction  of  the  price  of  gas  in  the  city  of  Boston  and  its 
vicinity,"  Sections  1  and  2  of  this  Act  read  as  follows: 

"Section  1.  From  and  after  the  thirtieth  day  of  June  in  the  year 
nineteen  hundred  and  six,  the  standard  price  to  be  charged  by  the 
Boston  Consolidated  Gas  Company  for  gas  supplied  to  its  customers 
shall  be  ninety  cents  per  one  thousand  cubic  feet,  which  price  shall 
not  thereafter  be  increased  except  as  hereinafter  provided.  From 
and  after  the  said  date  the  standard  rate  of  dividends  to  be  paid 
by  said  company  to  its  stockholders  shall  be  seven  per  cent  per 
annum  on  the  par  value  of  its  capital  stock,  which  rate  shall  not 
thereafter  be  increased  except  as  hereinafter  provided. 
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"Section  2.  If  during  any  year  ending  on  the  thirtieth  day  of  June 
the  maximum  net  price  per  thousand  feet  charged  by  the  company 
has  been  less  than  the  standard  price,  the  company  may  during  the 
following  year  declare  and  pay  dividends  exceeding  the  standard 
rate  in  the  ratio  of  one  fifth  of  one  per  cent  for  every  one  cent  of 
reduction  of  said  maximum  net  price  below  the  standard  price." 

The  Board  holds  that  it  is  not  justified  in  disturbing  the  provisions  of 
this  law.  In  regard  to  the  question  raised  at  the  hearing  as  to  the 
constitutionality  of  the  act  the  Board  says  that  this  is  a  question 
upon  which  the  courts  alone  can  reach  any  authoritative  decision. 
The  Board  makes  the  following  statement  in  regard  to  the  "sliding 
scale"  act: 

"This  act,  which  was  to  take  effect  upon  its  passage,  was  approved 
May  26,  1906,  and  w^as  accepted  by  the  company  within  the  time 
and  in  the  manner  prescribed  by  its  section  11.  It  was  the  result 
of  an  investigation  ordered  by  the  Legislature  in  1905  (Resolves, 
chapter  101),  creating  a  special  committee  'to  consider  the  automatic 
and  interdependent  adjustment  of  the  price  of  gas  to  consumers, 
and  the  rate  of  dividends  to  stockholders  of  gas  companies,  under 
what  is  known  as  the  London  Sliding  Scale,  with  special  reference 
to  the  expediency  of  applying  that  scale  to  the  gas  light  companies 
in  the  city  of  Boston  and  to\\Ti  of  Brookline.' 

"The  intent  of  this  legislation  was  plainly  to  establish  the  price  at 
which  this  company  might  thereafter  sell  gas,  and  the  rate  of  divi- 
dends which  it  might  thereafter  pay  to  its  stockholders,  and  to  make 
the  self-interest  of  the  stockholders  the  effective  and  only  means 
by  w^hich  reductions  in  the  price  of  gas  might  be  accomplished. 
In  furtherance  of  this  purpose  the  act  carefully  provides  that  any 
profits  m  excess  of  certain  reserves  and  of  the  authorized  dividends 
shall  inure  to  the  public,  not  in  a  reduction  in  the  price  of  gas,  but 
by  their  division  among  the  cities  and  towns  supplied.  Still  further 
to  safeguard  this  plan  for  regulating  the  price  of  gas,  any  additional 
capital  stock  must  be  sold  at  auction  instead  of  offered  to  the  stock- 
holders, as  was  then  and  is  still  the  law  relating  to  all  other  gas 
companies. 

"It  is  obvious  that  such  a  scheme  of  regulation  required  for  its  fair 
trial  the  lapse  of  a  sufficient  time  to  give  full  play  to  the  motives 
and  conditions  which  were  expected  to  make  its  operation  effective. 
To  this  end  it  is  expressly  provided  in  section  9  that  at  any  time  after 
June  30,  1916,  this  Board  may,  upon  the  petition  of  the  company 
or  of  the  mayor  of  any  city  or  selectmen  of  any  to\m  in  which  the 
company  is  supplying  gas,  lower  or  raise  the  standartl  price.  And 
it  is  further  provided  in  section  10  that  'The  provisions  of  sections 
thirty-four  and  thirtj'-five  of  chapter  one  hundred  and  twenty-one 
of  the  Revised  Laws,  so  far  as  they  relate  to  the  fixing  of  the  price 
of  gas,  shall  not  hereafter  apply  to  the  Boston  Consolidated  Gas 
Company.'     .     .     ." 
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COMMISSION  DECISIONS 

COMPILATION  OF  RULES  AND  REGULATIONS  IN 
RE  CUSTOMER'S   DEPOSITS. 

Continued  from  6  Rate  Research  265 

PENNSYLVANIA. 

The  Commission  has  ordered  that  all  public  ser\'ice  companies  imposing 
penalties  for  failm-e  to  pay  bills  promptly,  or  allowing  discounts  for 
prompt  payment  of  bills,  must  prodde  in  their  posted  and  filed  tariffs, 
a  rule  clearly  stating  the  said  purpose  for  which,  and  the  exact  circum- 
stances and  conditions  under  which  penalties  are  imposed  and  discounts 
allowed,  and  in  the  case  of  allowance  of  discounts,  stating  in  clear 
and  unambiguous  terms,  whether  or  not,  payments  mailed,  as  evidenced 
by  United  States  post  mark,  on  or  previous  to  the  last  day  of  the  discount 
period,  wall  be  deemed  by  the  company  to  be  payment  of  the  bill  within 
such  discount  period.  The  Commission  expressed  no  opinion  with  respect 
to  the  advisability  of  the  continuance  or  adoption  of  a  rule  providing 
for  the  mailing  of  a  payment  on  the  last  day  of  the  discount  period,  but 
issued  the  ruling  merely  for  the  purpose  of  requiring  that  such  practices 
as  are  in  vogue,  or  as  may  be  adopted,  shall  be  clearly  set  forth  in  the 
tariff  and  applied  equally  and  without  discrimination  or  preference  to 
all  shippers,  consumers  and  patrons  under  like  conditions  and  under 
similar  circumstances  as  provided  by  the  Public  Service  Law.  Public 
Service  Companies  are  ordered  to  comply  with  this  ruling  on  or  before 
March  1,  1915,  on  five  days'  previous  notice  to  the  Commission  and 
the  public. 

SOUTH  DAKOTA. 

(1)  The  Commission,  in  considering  the  complaint  of  F.  J.  Maw, 
et  al.,  vs.  Grant  Co.  Tel.  Co.,  quotes  at  length  from  the  decision  of  the 
Wisconsin  Commission  in  the  Berend  v.  Wis.  Tel.  Co.  (given  under  Wis- 
consin, No.  1.  See  p.  300,)  and  from  the  decision  of  the  Supreme  Court  of 
the  State  of  Washington  (State  of  Washington  ex  rel.  Thomas  B. 
McMahon  v.  Independent  Telephone  Co.  59  Wash.  159,  109  Pac.  366). 
The  holding  of  the  Court  is,  in  part,  as  follow^s: 

"It  will  not  be  doubted  that  a  telephone  company  has  the  power 
to  establish  regulations  and  rules  for  the  operation  and  conduct  of 
its  business  in  a  given  territory,  when  such  rules  and  regulations  are 
reasonable  in  their  requirements  and  not  in  conflict  with  any  provision 
of  general  law,  or  any  special  provision  of  the  franchise  under  which 
it  obtains  and  exercises  its  rights  m  the  territory.  Telephone  com- 
panies, being  public  service  corporations,  are  charged  with  certain 
public  duties  which  they  may  not  refuse,  and  any  rules  and  regula- 
tions which  fall  within  the  character  above  referred  to,  which  is 
reasonably  proper  and  necessary  to  enable  them  to  fulfill  and  dis- 
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charge  these  pubHc  duties,  and  render  the  pubHc  efficient  service, 
will  be  enforced.  A  rule  requiring  the  payments  of  the  monthly 
rentals  in  advance  is  a  regulation  of  the  permitted  character,  and  so 
is  the  further  regulation  that,  unless  the  service  is  paid  for  in  advance, 
it  may  be  denied.  The  company  being  bound  to  render  the  public 
efficient  service,  it  has  the  right  to  enforce  such  rules  as  will  pro^^de 
for  the  prompt  payment  of  its  rentals,  and  thus  provide  for  the 
securmg  of  fmids  with  which  to  insure  and  protect  the  efficiency  of 
its  plant,  and  keep  it  at  such  a  standard  as  will  enable  it  to  discharge 
its  public  duties  when  called  upon  to  do  so,  either  voluntarily  at  the 
request  of  the  individual,  or  involuntarily  at  the  command  of  the 
courts.  Bemg  a  public  service  corporation,  it  is  compelled  to  serve 
the  individual  when  such  service  is  demanded,  but  this  does  not  take 
from  it  the  right  to  demand  that  the  continuance  of  such  service 
be  conditional  upon  the  prompt  payment  of  a  reasonable  rental, 
which  shall  be  sufficient  and  at  the  same  time  provide  a  reasonable 
profit  for  itself.  This  is  the  reasoning  upon  which  the  courts  have 
held  the  companies  of  this  character  justified  in  \vithdrawing  their 
service  when  their  charges  are  not  promptly  paid,  or  where  a  regula- 
tion fairly  and  generally  beneficial  to  the  company  and  its  patrons 
remains  micomplied  with,  Rushville  Co-op.  Telep.  Co.  vs.  Irvin,  27 
Ind.  App.  62;  59  N.  E.  327;  Newlett  vs.  Western  Union  Teleg.  Co. 
(C.  C.)  28  Fed.  181;  McDaniel  vs.  Faubush  Telep.  Co.,  32  Ky. 
Rep.  572;  106  B.  W.  625;  Jones  Teleg.  &  Telep.  Cos.,  Sections  341, 
352.  Manifestly,  if  all  the  subscribers  of  appellant  continuously 
refused  to  pay  their  rentals  in  advance,  and  thus  necessitated  the 
employment  of  collectors,  additional  office  force,  and  the  incm-ring 
of  other  expenses,  incident  to  the  collection  of  such  rentals,  the 
moneys  thus  expended  must  be  taken  from  the  revenue  of  the  com- 
pany, and  thus  impair  a  fund  to  which  the  company  must  look  for 
the  expenditure  necessary  to  keep  its  plant  in  the  highly  efficient 
condition  required  and  demanded  because  of  the  public  nature  of 
the  service.  It  is  therefore  not  unreasonable  that  the  company 
adopt  a  rule  and  enforce  a  regulation  providing  for  the  payment  of 
its  rentals  in  advance,  and  for  an  additional  charge  in  case  such 
requirement  is  not  complied  with.     .     .     , 

"It  is  the  policy  of  the  law  to  require  public  service  corporations 
to  furnish  service  to  all  on  equal  terms  for  reasonable  consideration. 
If  losses  are  incurred  by  telephone  companies  by  reason  of  rentals 
never  collected  and  they  are  put  to  expense  for  the  collection  of  other 
rentals,  the  amount  of  the  loss  and  extra  expense  is  borne  by  all 
those  who  pay,  those  who  pay  promptly  as  well  as  those  who  are 
delinquent.  It  is,  therefore,  in  the  interest  of  the  public  that  tele- 
phone companies  should  make  such  reasonable  rules  and  regulations 
as  to  the  payment  of  rentals  as  will  reduce  the  loss  on  rentals  never 
paid  and  the  expense  for  collection  to  the  minimum.  At  a  hearing 
before  the  Commission  some  time  ago  the  evidence  showed  that 
on  the  average,  telephone  companies  lose  three  per  cent,  of  the  gross 
revenues  by  reason  of  losses  on  unpaid  rentals,  thus  puttmg  an 
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additional  burden  upon  the  subscriber,  who  does  pay,  of  three  per 
cent."  (F.  J.  Maw,  et  al.,  vs.  Grant  Co.  Tel.  Co.  Decided  October 
1,  1912.) 

WASHINGTON. 

(1)  A  letter  of  the  Commission  written  in  answer  to  questions  of  the 
Pacific  Telephone  and  Telegraph  Company,  contained  informal  rulings 
in  regard  to  requiring  deposits  by  subscribers  of  telephone  companies. 
The  following  questions  were  answered  in  the  affirmative : 

1.  "Have  we  the  right  to  require  a  deposit  from  a  new  consumer, 
or  from  an  old  consumer  who  moves  to  a  new  location,  who  does  not 
own  the  premises  occupied?" 

2.  "Have  we  the  right,  in  certain  instances,  at  our  option,  to  waive 
the  requirement  of  a  deposit  as  above  and  accept  a  guarantee?" 

3.  "Have  we  the  right,  in  certain  instances,  at  our  option,  to  waive 
the  requirement  of  a  deposit  and  a  guarantee?" 

4.  "Have  we  the  right  to  waive  the  requirement  of  a  deposit  and  a 
guarantee  in  the  case  of  consumers  owning  their  own  premises?" 

5.  "Have  we  the  right,  in  exceptional  cases,  to  require  a  deposit, 
or  a  guarantee,  of  a  consumer  owning  his  own  premises,  but  from 
whom  it  has  been  difficult  to  collect  our  accounts,  or  whose  credit 
we  know  to  be  poor?" 

WISCONSIN. 

(1)  In  the  Berend  v.  Wisconsin  Telephone  Company  Case,  the  re- 
spondent refused  to  furnish  the  petitioner  with  telephone  service  unless 
the  petitioner  would  deposit  with  the  respondent  the  sum  of  $10.00, 
as  security  for  the  payment  of  bills.  The  Commission  discusses  the 
reasonableness  of  the  company's  rule  and  of  similar  rules  securing 
the  company  prompt  payment  of  bills.     The  decision  says: 

"In  order  to  properly  discharge  its  obligations  to  its  patrons,  it  is 
manifestly  essential  that  the  company  receive  promptly  at  stated 
periods,  all  indebtedness  due  for  service  rendered,  and  that  no  losses 
be  incurred,  if  preventable,  by  reason  of  uncollectible  accounts  of 
either  the  dishonest  or  the  inpecunious  patron.  The  necessity  of 
some  regulation,  therefore,  that  will  accomplish  the  object  sought 
to  be  obtained  by  the  rule  in  question,  is  apparent  upon  consideration 
of  the  nature  and  character  of  the  company's  public  undertaking. 
Every  public  service  corporation  is  required  by  law  to  furnish  ade- 
quate and  efficient  service  to  the  public  according  to  the  development 
and  state  of  the  art  at  the  time  the  service  is  performed,  and  to 
exact  therefor  only  reasonable  compensation.  Thus,  to  fulfill  its 
public  duty,  it  must  at  all  times  keep  and  maintain  its  plant  in  a 
proper  state  of  repair  and  in  an  efficient  operating  condition,  adopt 
new  inventions  as  they  arise,  make  extensions  and  improvements 
of  its  plant  when  necessary  and  required  for  the  convenience  of  the 
public,  and  continue  its  services  without  cessation  whether  profitable 
or  unprofitable.  It  is  by  statute  subject  to  public  supervision  as 
to  the  extent  and  quality  of  its  service  as  well  as  to  the  charges  it 
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may  lawfully  exact  therefor.  The  reasonableness  of  the  rates  it  may 
charge  the  public  is  determined,  in  a  great  measure,  ])y  the  net  earn- 
ings left  to  the  stockholders  after  deducting  from  the  total  operating 
revenues  the  expense  of  operation  and  maintenance,  amount  of 
annual  depreciation  of  the  plant  and  all  other  proper  charges. 
Under  the  circumstances  the  successful  administration  of  the  affairs 
of  such  a  corporation,  so  limited  and  restricted  by  the  rules  of  the 
common  and  the  statute  law  relating  to  such  enterprises,  makes 
it  imperati\e  that  just  compensation  be  promptly  returned  to  the 
company  for  all  services  rendered  by  it  to  the  public.  In  con- 
ser^'ing  the  revenues  of  such  a  corporation  and  preventing  reductions 
in  the  same  from  loss  of  accounts,  the  public  is  as  much  interested 
as  the  directors  and  stockholders  of  the  company,  for  any  material 
reduction  in  revenues,  however  caused,  generally  results,  and  often 
necessarily  so,  in  increasing  the  cost  of  the  service  to  the  patron 
and  diminishing  the  return  to  the  stockholder.  The  burden  thus 
occasioned  is  invariably  cast  upon  and  must  be  borne  by  both  the 
public  and  the  shareholders  in  varying  proportions,  depending  upon 
the  circumstances  of  each  particular  case. 

"Although  it  is  self-evident  that  no  person  can  be  served  by  a  public 
service  corporation  without  compensation  without  compelling  others 
to  pay  the  cost  of  such  service,  there  are  some  who  seem  to  regard 
this  axiom  as  a  mere  paradox  and  look  upon  any  regulation  requiring 
that  every  service  rendered  by  a  public  utility  shall  be  paid  for  at 
reasonable  rates,  regardless  of  who  the  recipient  of  such  service  may 
be,  as  unjustifiable  and  contrary  to  good  public  policy. 
"Rules  and  regulations  of  various  kinds,  having  for  their  purpose 
the  enforcement  of  the  prompt  payment  of  all  indebtedness  owing 
for  services  rendered  by  a  public  utility  in  the  discharge  of  its  public 
function  to  the  public,  and  the  elimination  of  chances  of  loss  caused 
by  extending  credit  to  those  who  are  unwilling  or  unable  to  pay, 
have  long  been  in  vogue,  and  their  reasonableness  has  been  passed 
upon  by  the  courts  in  many  instances.  A  review  of  several  of  the 
most  important  cases  will  be  interesting  and  instructive  to  those 
who  have  not  given  the  subject  more  than  casual  consideration. 
Among  the  first  of  the  cases  reported,  in  which  the  validity  of  a 
regulation  of  the  character  of  the  one  here  involved  was  under 
consideration,  is  Shepard  v.  Milwaukee  Gas  Light  Co.  6  Wis.  539, 
548,  decided  in  1858.  In  that  case  the  company  established  a  rule 
permitting  it  to  demand  security  for  the  gas  consumed,  or  a  deposit 
of  money  to  secure  payment  thereof.  The  court  said  that  such 
regulation 

***appears  to  be  just  and  necessary  to  guartl  against  loss.  As  the 
delivery  of  the  gas  is  necessarily  its  consumption,  and  as  the  amount 
delivered  is  ascertained  by  the  amount  consumed,  it  would  seem  to 
be  just  and  right  that  the  company  should  not  be  compelled  to  fur- 
nish it  without  reasonable  security  for  payment,  in  convenient 
amounts  and  at  proper  periods." 

(To  be  continued) 
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REFERENCES 
RATES 

450 — ^Value  of  Service  Theory. 

The  Value  of  the  Service.  Editorial,  1  page,  Journal  of  Electricity, 
Pouer  and  Gas.     January  30,  1915,  p.  89. 

Reference  is  made  in  this  editorial  to  the  paper  on  "The  Best  Control  of  Public 
Utilities"  by  Frank  G.  Baum,  which  was  begun  in  last  week's  issue  of  the  Journal 
(Noted  in  6  Rate  Rese^^rch  287),  and  continued  in  this  number  of  the  Journal, 
page  79.  The  editorial  points  out  that  this  paper  strongly  confirms  the  correctness 
of  the  "value  of  service"  theory  in  rate-making,  and  proves  the  equity  of  the 
theory  and  clearly  demonstrates  its  indispensabiiity  in  the  further  development  of 
the  electrical  industry.  Average  rates  are  based  on  the  cost  of  service  and  from 
these  class  rates  are  segregated  according  to  the  value  of  the  service. 

GENERAL 

920 — Economy  and  Efficiency. 

Economies  in  Power  Consumption  in  Electric  Railways,  by  N.  W. 
Storer.  Paper  Read  At  the  Joint  Meeting  of  the  Chicago  Section 
of  the  A.  I.  E.  E.  and  the  Western  Society  of  Engineers,  Chicago, 
January  25,  1915. 

It  is  the  purpose  of  this  paper  to  show  how  certain  economies  in  fuel  consvimption 
have  been  effected  in  the  operation  of  street  railways,  and  the  possibilities  of 
further  economies  are  explained  in  some  detail,  especially  from  the  standpoint  of 
the  electrical  equipment. 

COURT  DECISION  REFERENCES. 

224.5 — Rates  Fixed  by  Contract. 

Union  Dry  Goods  Co.  v.  Georgia  Public  Service  Corporation. 
Decision  of  the  Georgia  Supreme  Court,  December  17,  1914,  83 
Southeastern  946. 

The  petitioner  contracted  with  the  defendant  company  to  supply  it  with  electrical 
power  and  light  upon  stipulated  rates  for  the  period  of  five  years.  The  contract 
was  entered  into  prior  to  the  enactment  giving  the  Railroad  Commission  power  to 
regulate  rates  of  electric  companies.  After  the  contract  had  run  more  than  a  year 
the  defendant  company  applied  to  the  Railroad  Commission  of  Georgia  for  an 
increase  in  rates.  The  Commission  issued  an  order  fixing  rates  and  these  maximum 
rates  are  in  excess  of  the  rates  fixed  in  the  contract  between  the  petitioner  and  the 
defendant  company.  The  main  question  to  be  determined  by  the  court  is  the 
efYect  of  the  order  prescribing  a  higher  rate  as  reasonable  upon  the  lower  rate 
stipulated  in  the  contract. 

The  court  cites  a  number  of  cases  in  which  it  is  held  that  the  commission  may 
prescribe  rates  higher  or  lower  than  those  fixed  by  contract,  and  the  holding  of 
the  court  is  in  part  as  follows: 
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"At  common  law,  if  a  public  service  corporation  served  all  at  reasonable  rates, 
it  performed  its  obligation,  but  modem  industrial  conditions  demand  the  further 
requirement  that  it  shall  serve  all  with  equality.  They  are  usualh'  clothed 
with  the  power  of  eminent  domain,  and  this  attribute  of  sovereignty  converts 
them  into  quasi  public  institutions;  and  hence  it  has  become  the  accepted 
modem  doctrine  that  public  service  companies  must  not  only  serve  the  public 
at  reasonable  rates,  but  shall  also  serve  the  public  efficienth'  and  without 
discrimination.  2  Wj'man  on  Pub.  Ser.  Corp.,  Sections  1281,  1289,  1290.  The 
public  have  a  right  to  demand  efficient  service,  and  the  Railroad  Commission 
is  given  full  power  to  require  that  the  companies  shall  render  efficient  service. 
Civil  Code,  1910,  Section  2663.  It  may  be  that  the  service  rendered  may  be 
commensurate  with  the  price  charged  for  such  service.  But  such  service  may 
not  meet  the  requirements  demanded  by  the  developments  and  growth  of  the 
city.  It  is  possible  to  conceive  a  case  where  the  large  majority  of  a  city  prefer 
more  extensive  service,  and  where  the  necessities  of  the  municipal  life  demand 
an  enlargement  of  the  present  service.  The  company  is  willmg  to  meet  the 
necessities  of  the  case,  provided  a  reasonable  charge  for  the  services  rendered 
is  permitted.  The  matter  is  submitted  to  the  Railroad  Commission.  After 
full  investigation  the  Commission  is  of  the  opinion  that  an  enlarged  service 
is  necessary  and  proper  mider  the  circumstances,  and  fix  a  schedule  of  rates  to  be 
charged  for  the  increased  facilities.  A  few  individuals  may  hold  contracts 
binding  the  company  to  rates  less  than  those  fixed  by  the  Comrnission  as 
reasonable.  Ought  the  development  and  necessities  of  the  municipality  in 
situations  like  this  be  controlled  by  a  contract  with  a  few  individuals,  or  shall 
it  be  considered  that  the  case  falls  within  the  proper  exercise  of  the  police  power 
in  the  interest  of  the  common  weal?  Manifestly,  the  public  health,  progress, 
morals,  and  general  well-being  of  a  municipality  cannot  be  bound  up  in  a  con- 
tract with  a  few  individuals.  Hence  we  think  that  when  the  Railroad  Commis- 
sion prescribed  a  reasonable  rate  for  electrical  lighting  and  power  companies, 
the  rate  thus  established  had  the  effect  of  overriding  the  contractual  rate 
between  the  i^ublic  service  companj'  and  its  patrons,  made  anterior  to  the 
Commission's  order." 

600— Rate  DifEerentials. 

Elk  Hotel  Comp.\ny  v.  United  Fuel  Gas  Company.  Decision  of  the 
West  Virginia  Supreme  Court  of  Appeals,  December  8,  1914,  83 
Southeastern  922. 

The  defendant  company  having  a  supply  of  gas  in  excess  of  the  amoimt  of  gas 
required  in  domestic  consumption  offered  to  supply  the  surplus  at  the  rate  charged 
to  manufacturers,  for  consumption  under  boilers  for  generation  of  steam,  and 
included  in  the  offer  several  hotels  in  the  city,  provided  they  install  boilers  in  their 
building  for  heating  by  steam  or  by  hot  water,  reserving  ui  all  contracts  for  gas 
supplied  at  the  reduced  rate,  the  right  to  discontinue  the  service  at  such  rate 
whenever  the  defendant  should  deem  the  surplus  necessary  for  its  consumers. 
The  plaintiff  declined  to  make  any  such  changes  or  to  agree  to  the  conditions 
imposed,  and  as  a  result  its  competitors  are  receiving  gas  service  at  a  lower  rate 
than  it  enjoys.  The  plaintiff  is  in  arrears  in  payments  for  services  rendered  and 
applied  for  an  mjunction  restraining  defendant  from  shutting  off  the  gas  supply 
to  its  building.  A  temporary  injvmction  was  granted  by  the  lower  court  but  was 
later  dissolved  and  from  the  action  of  the  lower  court  the  plaintiff  appealed. 
The  Supreme  Court  says: 

"That  a  jjublic  service  corporation  may  classify  those  whom  it  serves,  and  fix 
different  rates  for  each  character  of  ser\'ice,  is  elementary;  or,  as  stated  by 
2  Wyman  on  Pub.  Serv.  Corp.,  Section  1232,  'from  the  very  nature  of  the  case 
classification  goes  far  back  into  the  law  of  public  service;'  the  only  legal  inhi- 
bition being  that  it  must  not  give  an  undue  or  unreasonable  preference  or 
advantage  to  or  make  an  imfair  discrimination  among  its  consumers  or  patrons 
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where  the  conditions  are  alike  and  the  circumstances  similar.  Merciir  v.  Power 
Co.  19  Pa.  Super.  Ct.  519.     .     .     . 

"The  mere  circumstances  that  advantage  denied  to  one  person  inures  to  the 
benefit  of  another  does  not  of  itself  show  an  undue  preference  to  the  latter. 
Commission  v.  Railroad,  5  Interst.  Com.  R.  671. 

"An  undue  or  imreasonable  advantage  or  preference  by  a  public  service  corpor- 
ation results  only  from  allowing  to  one  person  what  it  denies  to  another  under 
substantially  the  same  circumstances  and  conditions.  3  Moore  on  Carriers, 
1795;  Telegraph  Co.  v.  Publishing  Co.,  44  Neb.  326,  62  N.  W.  508,  27  L.  R.  A. 
622.  48  Am.  St.  Rep.  729.  Only  unreasonable  and  imjust  discriminations  are 
unlawful.  Or,  differently  stated,  it  is  only  when  the  discrimination  inures  to 
the  undue  advantage  of  one  person,  in  consequence  of  some  mjustice  inflicted 
upon  another,  that  the  law  intervenes  for  the  latter's  protection.  Havs  v. 
Railroad  Co.  (C.  C.)  12  Fed.  309;  Hozier  v.  Railroad  Co.  1  Nev.  &  McW.  27. 
Whether  particular  rates  are  unreasonable,  or  the  conditions  and  circumstances 
substantially  similar  or  dissimilar,  are  cjuestions  of  fact  to  be  resolved  upon  a 
consideration  of  the  proofs  in  each  case;  the  burden  always  being  on  the  com- 
plaining party.  Railroad  Co.  v.  Commission,  162  U.  S.  184,  197,  16  Sup.  Ct.  700, 
40  L.  Ed.  935.     .     .     . 

"An  electric  companj^  may  make  a  lower  rate  for  current  supplied  for  power 
in  the  daytime,  its  djTiamos  not  being  then  operated  to  full  capacity,  than  for 

illumination  at  night."     .     .     . 

• 

"The  record  fully  shows  defendant's  intention  to  treat  alike  all  hotels  similarly 
equipped  for  the  consumption  of  its  commodity.     .     .     . 

"Obviously  defendant's  classification  and  rates  were  not  imreasonable  or  unjust. 
They  did  not  afford  imdue  or  unfair  advantage  to  one  class,  undue  or  unfair 
disadvantage  to  the  other.  Both  classes  had  the  same  opportunity,  the  same 
privilege;  one  accepted,  the  other  refused,  the  offer  of  service  under  substan- 
tially the  same  circumstances  and  conditions.  Neither  received  favors  not 
accorded  to  the  other.  Nor  do  we  think  the  recjuirements  as  a  prerecjuisite  for 
the  same  service  unfair,  imreasonable,  or  unjust." 

831.9 — Municipalities — Liability  for  Damage. 

Pearl  v.  Ihhabitants  of  Town  of  Re\  ere.  Decision  of  the  Massa- 
chusetts Supreme  Judicial  Court,  December  31,  1914.  107  North- 
eastern 417. 

The  question  presented  in  this  case  is  whether  the  defendant  municipality  is 
answerable  in  damages  for  injuries  caused  by  the  negligence  of  an  employe  of  its 
Board  of  Water  Commissioners.     The  Court  saj's: 

"The  distinction  long  has  been  established  between  the  liability  of  municipal- 
ities for  acts  done  in  their  public  capacity  in  the  performance  of  functions  re- 
quired of  them  by  the  legislature  for  the  common  good  and  for  acts  done  in  their 
private  capacity  in  the  management  of  property  voluntarily  held  and  devoted 
to  business  enterprises  imdertaken  for  their  own  profit,  although  ultimately 
subserving  a  public  need.  Oliver  v.  Worcester,  102  Mass.  489,  499,  3  Am.  Rep. 
485;  Maynihan  v.  Todd,  188  Mass.  301,  74  N.  E.  367,  108  Am.  St.  Rep.  473. 
It  has  been  repeatedly  held,  in  the  application  of  this  well-settled  distinction, 
that  the  establishment  and  maintenance  of  a  system  of  water  supply  in  part  for 
the  use  of  inhabitants  who  pay  for  the  necessity  thus  supplied  is  a  commercial 
venture,  and  that  for  negligence  in  connection  therewith  the  city  or  town  is 
liable  as  a  private  corporation  would  be  in  performing  a  similar  service.  Hand 
v.  Brookline,  126  Mass.  324;  Perkins  v.  Lawrence,  136  Mass.  305;  Stoddard  v. 
Winchester,  157  Mass.  567,  32  N.  E.  948;  Fox  v.  Chelsea  171  Mass.  297,  50  N.  E. 
622;  .Johnson  v.  Worchester,  172  Mass.  122,  51  N.  E.  519;  Lvnch  v.  Springfield, 
174  Mass.  430,  54  N.  E.  871;  Kelly  v.  Winthrop,  107  N.  E.  414;  Murray  v.  Boston, 
107  N.  E.  416." 
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STANDARDIZATION  RULES  OF  THE  A.  I.  E.  E. 
DEFINITIONS  AFFECTING  RATES 

731 — Electric  Definitions. 

Standardization  Rules  of  the  A.  I.  E.  E.     Effective  December  1,  1914. 
Pamphlet  96  pages. 

The  following  are  a  number  of  the  rules  which  give  definitions  affecting 
rates: 

"Power  Factor  is  the  ratio  of  the  power  to  the  volt-amperes.  In 
the  case  of  sinusoidal  current  and  voltage,  the  power  factor  is  equal 
to  the  cosine  of  their  difference  in  phase. 

"The  Load  Factor  of  a  machine,  plant  or  system  is  the  ratio  of 
the  average  power  to  the  maximum  power  during  a  certain  period 
of  time.  The  average  power  is  taken  over  a  certam  period  of  time 
such  as  a  day,  a  month,  or  a  year,  and  the  maximum  is  taken  over 
a  short  interval  of  the  maximum  load  within  that  period. 

'Tn  each  case,  the  interval  of  maximum  load  and  the  period  over 
which  the  average  is  taken  should  be  definitely  specified,  such  as  a 
'half-hour  monthly'  load-factor.  The  proper  interval  and  period  are 
usually  dependent  upon  local  conditions  and  upon  the  purpose  for 
which  the  load  is  to  be  used. 

"Plant  Factor  is  the  ratio  of  the  average  load  to  the  rated  capacity 
of  the  power  plant. 

''The  Demand  of  an  installation  or  system  is  the  load  which  it  puts 
on  the  source  of  supply,  as  measured  at  the  receiving  terminals. 
The  demand  may  be  as  specified,  contracted  for,  or  used.  It  may 
be  expressed  either  in  kilowatts,  kilovolt-amperes,  amperes  or  other 
suitable  units. 

EorroRiAL  Note. — All  indented  matter  is  direct  quotation. 
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''Maximum  Demand  of  an  installation  or  system  is  its  greatest 
demand,  as  measured  not  instantaneously  but  over  a  suitable  and 
specified  interval,  such  as  a  'five-minute  maximum  demand.' 


"Demand  Factor  is  the  ratio  of  the  maximum  demand  of  any  sys- 
tem or  part  of  a  system  to  the  total  connected  load  of  the  system, 
or  of  the  part  of  system,  under  consideration. 

"Diversity  Factor  is  the  ratio  of  the  sum  of  the  maximum  power 
demands  of  the  subdivisions  of  any  system  or  parts  of  a  system  to 
the  maximum  demand  of  the  whole  system  or  of  the  part  of  the 
system  under  consideration,  measured  at  the  point  of  supply. 

"Connected  Load.  The  combined  continuous  rating  of  all  the 
receiving  apparatus  on  consumers'  premises  connected  to  the  system 
or  part  of  the  system  under  consideration. 

"Capacity.  The  two  different  senses  in  which  this  word  is  used 
sometimes  lead  to  ambiguity.  It  is  therefore  recommended  that 
whenever  such  ambiguity  is  likely  to  arise,  the  descriptive  term 
power  capacity  or  current  capacUy  be  used,  when  referring  to  the 
power  or  current  which  a  device  can  safely  carry,  and  that  the  term 
'Capacitance'  be  used  when  referring  to  the  electrostatic  capacity  of 
a  device." 


COMMISSION  DECISIONS 

NEW  YORK 


713— Filing  of  Schedules 

Regulation  Governing  the  Filing  of  Contracts  and  Prescribing 
THE  Form  and  Governing  the  Filing  and  Publication  of  Rate 
Schedules  of  Gas  and  Electrical  Corporations,  and  Municipali- 
ties, Prescribed  bv  Order  of  the  New  York  Public  Service  Commis- 
sion, (2D)  December  29,  1914. 

The  Commission  has  issued  an  order  requiring  every  gas  and  electric 
corporation  and  municipality  to  file  with  the  Commission  and  furnish 
and  keep  open  to  public  inspection,  schedules  showing  all  rates  and 
charges,  all  forms  of  contracts  and  agreements,  and  all  rules  and  regu- 
lations relating  to  rates,  charges,  or  service  of  such  companies.  The 
order  also  prescribes  the  form  of  every  such  schedule,  and  specifies  in 
detail  the  manner  and  method  to  be  used  in  preparing,  publishing  and 
filing  complete  schedules  and  subsequent  amendments  to  rates  or 
regulations. 
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The  original  order  required  the  companies  to  eompl}-  with  the  order  on 
or  before  February  15,  1915,  but  this  date  was  subsequently  changed 
to  March  15,  1915. 

The  data  filed  with  the  Commission  are  to  show  all  rates  and  charges 
made,  established  or  enforced,  or  to  be  charged  or  Enforced,  and  all 
rules  and  regulations  relating  to  rates,  charges  or  service  used  or  to  be 
used,  and  all  general  privileges  and  facilities  granted  or  allowed  apply- 
ing generally  throughout  the  territory  served  by  such  gas  corporations, 
electrical  corporations,  or  municipalities;  a  certified  copy  of  each  and 
every  contract  with  street  or  other  railroad  corporations,  and  other  gas 
corporations  or  electrical  corporations,  covering  the  furnishing  of  gas 
or  electricity  primarily  for  the  propulsion,  lighting,  and  heating  of  cars 
and  for  re-sale,  in  effect  and  in  force  on  said  date,  or  which  have  been 
entered  into  to  become  effective  and  enforced  subsequent  thereto,  and 
any  such  contract  entered  into  or  in  effect  after  said  date  shall  be  filed 
with  the  Commission  within  five  days  from  the  date  of  its  execution; 
and  a  certified  copy  of  each  and  every  contract  for  special  service  for 
particular  occasions  covering  a  limited  period  of  time  not  exceeding 
twenty  consecutive  days  for  such  occasion. 

Any  schedule  issued  which  does  not  conform  to  the  regulations  pre- 
scribed is  subject  to  rejection  by  the  Commission  when  tendered  for 
filing. 

The  loose  leaf  plan  is  to  be  used  so  that  changes  may  be  made  easily. 
The  order  as  first  issued  by  the  Commission  required  all  schedules  to  be 
printed,  but  later  the  order  was  changed  to  permit  typewritten  schedules 
to  be  filed. 


The  order  provides,  in  part,  as  follows: 

"Every  schedule  shall  show  on  the  rules  and  regulations  leaves  all 
the  rules  which  apply  generally  to  the  furnishing  of  gas  or  electricity 
as  the  case  may  be,  and  all  the  regulations,  special  clauses,  or  riders 
which  in  any  way  relate  generally  or  specifically  to  service  rendered 
or  to  be  rendered,  or  any  pri\ilege  or  facility  granted  or  allowed 
under  any  service  classification  provided  in  the  schedule 

"The  leaves  on  which  the  definitions  of  terms  and  explanations  of 
abbreviations  and  reference  marks  used  in  the  schedule  are  given 
shall  show  all  the  technical  terms,  abbreviations,  and  reference  marks 
used  in  the  schedule,  with  definition  of  each  such  term  and  full  ex- 
planation of  each  such  abbreviation  and  reference  mark.  When 
ratings  are  used,  based  on  capacity  of  installation  or  a  percentage 
thereof,  a  table  of  equivalents  for  estimating  such  ratings  must  be 
given. 

"Service  classification  leaves  shall  show  for  each  classification — 

"(a)  Classification  number. 
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"(b)  Whether  for  fuel,  lighting,  or  power,  or  a  combination  of  any  two 
or  all. 

"(c)  Class  of  consumer  to  whom  available,  according  to  purpose  of 
use  or  location  in  service  area,  or  both,  as  the  case  may  be. 

"(d)  Character  of  service,  description  (continuous,  limited-period, 
optional,  auxiliary  and  emergency). 

"(e)  Guarantee:  The  amount,  if  any,  is  required, and  on  what  it  is 
based;  also  show  hereunder  the  amount  of  minimum  charge,  if  any 
is  required. 

"(f)  Rate:  The  base  or  unit  rate  or  rates  or  series  of  unit  rates 
used  in  compiling  the  total  charge  to  consumer.  When  a  system  of 
discounts  from  a  base  rate  is  used  instead  of  a  series  of  unit  rates 
such  discounts  must  here  be  shown.  Such  discounts  should  not, 
however,  be  confused  with  maintenance  or  prompt  payment  discounts. 

"(g)  Maintenance  Discounts:  If  any  discounts  or  reductions  in  unit 
rates  are  allowed  in  consideration  of  the  consumer  paying  for  lamp 
renewals  or  other  maintenance  charges,  such  discounts  or  reductions 
must  be  given,  with  a  clear  explanation  of  the  conditions  under  which 
they  are  allowed. 

"(h)  Prompt  Payment  Discounts:  Give  the  regulation  governing 
when  allowances  in  the  prices  charged  are  made  in  consideration  of 
the  time  within  which  bills  are  paid. 

"(i)  Such  rules  and  regulations,  special  clauses,  or  riders  as  may  ap- 
ply thereto. 

"Note:  As  all  rules  and  regulations,  special  clauses,  or  riders  are  required 
to  be  shown,  with  specific  number  or  letter,  on  the  rules  and  regulations  leaves, 
any  rule,  etc.,  may  be  made  a  part  of  any  service,  classification  by  giving  ref- 
ference  thereto  by  its  number  or  letter;  but  any  special  rule  or  regulation 
applying  to  a  particular  classification  must  be  shown  in  full  in  connection 
therewith." 

All  proposed  changes  in  the  schedules  are  to  be  filed  with  the  Commis- 
sion thirty  days  prior  to  the  date  effective.  Provision  is  made  for  put- 
ting in  effect  of  a  new  rate  on  less  than  statutory  notice,  but  the 
Commission  says: 

"This  authority  will  be  exercised  only  in  cases  where  actual  emer- 
gency or  real  merit  is  shown,  but  in  no  case  to  permit  changes  which 
effect  increases  in  rates  or  charges,  or  which  in  any  way  operate  to 
decrease  the  value  of  the  service  to  consumers." 


CALIFORNIA 

226.2 — Extension  of  Service. 

Colony  Holding  Corporation  vs.  Coalinga  Water  and  Electric 
Company  et  al.,  Asking  that  the  Defendant  Company  be  Ordered  to 
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Extend  its  Lines  to  Serve  Complainant.  Decision  of  the  California 
Railroad  Commission,  Ordering  the  Extension,  Subject  to  Certain 
Conditions.     December  30,  1914. 

The  defendant  Company  refused  to  extend  its  lines  to  render  service 
desired  by  the  complainant  unless  the  complainant  would  sign  a  three 
year  contract  for  the  service  at  established  rates.  The  complainant 
refused  to  sign  the  contract  for  the  specified  term  which  defendant 
later  offered  to  reduce  to  a  term  of  one  year.  The  objection  to  a  term 
contract  is  based  upon  the  belief  that  defendant's  present  rates  are  in 
excess  of  what  the  cost  would  be  to  complainant  to  generate  and  dis- 
tribute the  electric  energy  which  it  will  require.  The  service  is  of  a 
temporary  nature  and  the  cost  of  the  necessary  extension  is  estimated 
at  $850.00.     The  Commission  says: 

"Without  passing  upon  the  reasonableness  of  defendant's  present 
rates  regarding  which  the  Commission  has  at  this  time  no  informa- 
tion, it  may  be  assumed  for  the  purpose  of  this  case  that  the  minimum 
rate  of  1|  cents  per  kilowatt  hour  represents  the  cost  of  energy  to 
be  delivered  to  complainant  and  that  the  excess  of  4|  cents  per 
kilowatt  hour  over  this  minimum  rate  provided  for  in  the  first  block 
of  the  schedule  applicable  to  this  service,  together  with  the  excess 
due  to  the  minimum  charge  of  $1.00  per  month  per  horsepower  of 
maximum  demand,  should  apply  on  the  cost  of  the  service  line  to 
serve  complainant. 

"In  view  of  all  the  facts  I  find  that  complainant  is  entitled  to  receive 
service  from  defendant  and  that  defendant  should  at  once  proceed 
to  construct  the  necessary  service  line  and  furnish  such  service  to 
complainant's  brick  plant  under  either  of  the  following  conditions: 

"First,  (a)  That  complainant  shall  advance  to  defendant  the 
estimated  cost  of  the  service  line,  which  cost  has  been  referred  to 
as  $850. 00,  upon  which  sum  defendant  shall  pay  complainant  interest 
at  the  rate  of  six  per  cent.  (6%)  per  annum. 

"(b)  That  the  sum  so  advanced  by  complainant  shall  be  refunded 
by  defendant  at  the  end  of  three  years  from  the  date  when  service 
connection  is  first  made  with  complainant's  brick  plant;  provided, 
that  all  sums  due  defendant  for  service  supplied  to  complainant's 
brick  plant  have  been  paid;  and  provided,  further,  that  service  has 
not  been  discontinued  during  said  three  year  period  at  complainant's 
request. 

"(c)  That  in  the  event  complainant  requests  defendant  to  discon- 
tinue service  before  the  expiration  of  said  three  year  period,  then 
defendant  shall  pay  to  complainant,  in  lieu  of  the  entire  sum  advanced 
by  it  to  cover  the  cost  of  the  extension,  a  sum  equal  to  the  difference 
between  the  total  of  all  sums  theretofore  paid,  plus  all  sums  then 
owing  and  unpaid  by  complainant  to  defendant  for  electric  service 
supplied  by  defendant  to  complainant's  brick  plant  and  what  com- 
plainant's total  payment  would  have  been  at  a  uniform  rate  of 
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1|  cents  per  kilowatt  hour;  provided,  that  the  maximum  sum  so 
refunded  shall  not  exceed  the  amount  of  the  original  advance  pay- 
ment made  by  complainant. 

"(d)  That  complainant  shall  give  written  notice  to  defendant  of  its 
desire  to  discontinue  service  at  least  thirty  days  prior  to  the  date 
when  such  service  is  to  be  discontinued. 

^^ Second,  (a)  That  complainant  shall,  by  proper  guarantee  or  in 
such  other  manner  as  may  be  satisfactory  to  defendant,  insure 
defendant  against  loss  in  the  sum  of  $850.00  for  a  period  of  three 
years  from  the  date  when  service  connection  is  first  made  with 
complainant's  said  brick  plant. 

"(b)  That,  in  the  event  complainant  requests  defendant  to  discon- 
tinue service  before  the  expiration  of  said  three  year  period,  then 
complainant  shall  pay  to  defendant,  in  addition  to  all  sums  thereto- 
fore paid  and  then  owing  and  unpaid  on  account  of  electric  service 
furnished  by  defendant,  a  further  sum  equal  to  $850.00,  less  the 
difference  between  actual  total  amount  paid  for  service,  as  above 
stated,  and  what  complainant's  total  payment  for  service  would  have 
been  at  a  uniform  rate  of  1|  cents  per  kilowatt  hour;  provided,  that 
the  maximum  additional  sum  so  paid  by  complainant  shall  not 
exceed  $850.00. 

*'(c)  That  the  complainant  shall  give  written  notice  to  defendant  of 
its  desire  to  discontinue  service  at  least  thirty  days  prior  to  the  time 
when  such  service  is  to  be  discontinued." 


WISCONSIN 


132 — Protection  From  Competition. 

Application  of  the  Milw^\ukee  Light,  Heat  and  Traction  Company, 
For  a  Certificate  of  Public  Convenience  and  Necessity  for  a  Second 
Public  Utility  in  Delafield.  Decision  of  the  Wisconsin  Railroad 
Commission,  Granting  the  Application.     December  22,  1914. 

Electric  service  during  lighting  hours  is  furnished  the  village  of  Delafield 
by  E.  Humphrey.  Many  persons  desire  current  for  power  and  other 
purposes  requiring  continuous  service.  The  present  operator  asserts 
that  he  cannot  increase  his  equipment  so  as  to  furnish  continuous 
service  upon  the  revenue  which  would  be  available  from  the  additional 
service.     The  Commission  says: 

"In  view  of  this  fact  and  the  further  fact  that  the  applicant  is  ready 
and  willing  to  furnish  continuous  service  at  reasonable  rates,  we  do 
not  feel  that  the  residents  of  Delafield  should  be  deprived  of  such 
service. 
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''A  certificate  of  public  convenience  and  necessity  will  therefore  be 
granted  to  the  applicant." 

MISSOURI 

253 — Commission  Reports  of  Decisions. 

The  Missouri  Public  Service  Commission  Reports.  Volume  I, 
777  pages,  including  index. 

The  Missouri  Commission  has  issued  its  first  bound  volume  of  decisions. 
The  Volume  contains  all  decisions  rendered  during  the  period  from 
April  15,  1913,  to  September  24,  1914. 


COMMISSION  DECISIONS 

COMPILATION  OF  RULES  AND  REGULATIONS  IN 
RE  CUSTOMER'S   DEPOSITS. 

Continued  from  6  Rate  Research  298 

WISCONSIN 

(1)    Berend  v.  Wisconsin  Telephone  Company  case,  begun  in  6  Rate 
Research  300. 

'Tn  Owensboro  Gaslight  Co.  v,  Hildebrand,  42  S.  W.  351,  it  is  said: 

"  Tn  these  cases  the  companies  undertook  to  compel  the  appellee 
to  deposit  the  sum  of  $20.00  as  security  for  his  future  consumption 
of  gas  and  electricity,  and,  upon  his  refusal  to  do  so,  withdrew  their 
pipes  and  wires  from  his  building  ***.  It  is  conceded  by  appellee 
that  appellant  may  prescribe  reasonable  rules  and  regulations,  and 
impose  reasonable  conditions  upon  the  consumer,  and  require  proper 
security  for  the  payment  of  their  bills,  and  may  even  require  deposits 
in  advance;  but  his  contention  here  is  that  the  companies  have 
adopted  no  such  rule  or  regulation  as  they  have  attempted  to  enforce 
against  him,  and  such  appears  to  us  to  be  a  fact.' 

"In  Williams  v.  The  Mutual  Gas  Co.  52  Mich.  499,  503,  the  company 
required  a  consumer  who  used  about  $60  worth  of  gas  per  week  to 
deposit  with  the  company  the  sum  of  $100  as  security  for  the  payment 
of  the  gas  to  be  consumed  by  him.  The  court  sustained  the  require- 
ment and  in  so  doing  said : 

"  'If  the  defendant  *  *  *  required  the  plaintiff  to  give  sufficient 
security  that  he  would  make  such  payment  and  perform  such  con- 
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ditions,  before  making  such  service,  I  think  it  would  have  been 
reasonable,  but  in  the  place  of  such  security  the  defendant  demanded 
a  deposit  of  money  with  the  company,  as  had  been  its  custom. 
This  the  company  had  a  right  to  do.  The  condition  was  a  reasonable 
one.' 

"In  Buffalo  County  Telephone  Co.  v.  Turner,  118  N.  W.  1064; 
19  L.  R.  A.  (N.  S.)  693,  it  was  held  that  a  rule  of  a  rural  telephone 
company,  that  telephone  rent  must  be  paid  for  a  period  of  six  months 
in  advance,  is  reasonable;  and  that  a  subscriber  refusing  to  comply 
therewith  may  be  denied  service  by  the  company. 

"To  the  same  effect  see  Malochee  v.  Great  Southern  Teleph.  and 
Teleg.  Co.  49  La.  Ann.  1690. 

"In  Rushville  Co-Op.  Teleph.  Co.  v.  Irvin  27,  Ind.  App.  62,  affirmed 
by  the  Supreme  Court,  161  Ind.  524,  it  was  held  that  a  rule  of  a 
telephone  company  requiring  payment  moiVthly  for  a  telephone 
service  on  a  specified  day  succeeding  the  maturity  of  the  indebtedness, 
and  that  on  failure  thus  to  pay  the  services  was  to  be  discontinued, 
was  a  reasonable  regulation.     The  court  said: 

"  'It  cannot  be  denied  that  a  rule  of  the  company  requiring  these 
monthly  payments  to  be  made  m  advance  would  have  been  a  reason- 
able rule,  and  that  upon  refusal  so  to  pay  service  could  be  denied. 
The  company  must  protect  its  plant  and  keep  up  its  efficiency,  and 
may  enforce  a  rule  that  insures  a  reasonable  revenue  and  its  prompt 
receipt.  It  can  maintain  an  efficient  service  only  through  prompt 
payment  of  its  dues  and  tolls,  and  because  of  that  fact  it  may  use 
the  summary  remedy  of  denying  service  for  non-payment.  It  cannot 
be  said  it  may  be  denied  the  benefit  of  this  rule  because  a  patron 
claims  the  company  is  indebted  to  him  *  *  *  _  Keeping  in 
view  the  nature  of  the  company's  duties,  and  the  services  it  may 
be  compelled  to  render,  it  must  be  held  that  the  company  may  enforce 
the  payment  of  its  current  dues  and  tolls  by  the  summary  remedy 
of  denying  service  regardless  of  the  fact  that  the  subscriber  claims 
the  company  is  indebted  to  him.' 

"In  Harbison  v.  Knoxville  Water  Co.  53  S.  W.  993,  996,  it  was 
held  that  a  water  company's  rule,  that  consumers  shall  pay  three 
months  in  advance  for  water  supply  is  reasonable.  Commenting 
upon  the  right  of  the  company  to  make  such  requirement  the  court 

says: 

"  'Such  a  regulation  for  the  sale  of  its  water  furnished  through 
hydrants,  where  the  quantity  used  cannot  be  or  is  not  measured, 
is  essential  to  protect  the  rights  and  safety  of  the  company,  and  may 
be  necessar}'  to  enable  it  to  meet  its  obligations  to  the  public,  and 
its  duty  to  furnish  water  to  all  inhabitants  of  the  city  alike  and 
without  discrimination.  In  determining  the  reasonableness  or 
unreasonableness  of  a  rule  adopted  by  a  water  company  chartered 
to  supply  a  city  and  its  people  with  water,  we  must  necessarily  take 
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into  consideration  its  relation  to  the  city,  and  its  compacted  popu- 
lation and  the  various  elements  composing  such  a  population.  It 
has  no  right  to  base  a  rule  on  the  theory  that  the  population,  as  a 
whole,  is  dishonest.  But  it  has  the  right  to  adopt  a  rule  which, 
while  giving  the  honest  citizen  what  he  pays  for,  will  prevent  the 
dishonest  from  getting  what  he  never  paid  for,  and  never  intended 
to  pay  for,  and  said  he  never  wanted.' 

"In  Cedar  Rapids  Gaslight  Co.  v.  Cedar  Rapids,  120  N.  W.  966, 
971,  972,  the  court  says: 

"  'The  company  may  not  base  a  rule  on  the  theory  that  the  people 
as  a  whole,  are  dishonest,  but  it  has  the  right  to  adopt  a  rule  which, 
while  giving  the  honest  citizen  what  he  pays  for,  will  prevent  the 
dishonest  from  getting  that  which  he  will  never  pay  for     *     *     *     . 

That  the  company  may  establish  a  rule  exacting  payment  m  advance 
in  reasonable  amounts,  or  the  deposit  of  security,  at  least  is  fully 
settled  by  the  authorities,  and  it  would  seem  that  the  requirement 
of  security  or  deposit  of  money  in  advance  would  be  quite  as  effective 
in  enforcing  prompt  payments  and  more  so  in  avoiding  bad  debts 
than  an  increase  in  price  upon  failure  to  pay  by  a  time  stated,  and 
it  does  not  appear  that  collecting  through  such  method  or  some 
other  reasonable  method  that  may  be  derived  not  obnoxious  to  the 
ordinance  would  entail  greater  expense  on  the  company  than  under 
that  of  allowing  discounts.' 

"In  some  instances  companies  grant  a  discount  of  a  certain  per  cent, 
if  the  bill  rendered  is  paid  on  or  before  a  given  day,  and  in  other 
instances  the  reverse  of  this  rule  is  applied,  by  adding  a  certain 
per  cent  to  the  bill  if  the  same  is  not  paid  by  a  certain  day.  In 
Tacoma  Hotel  Co.  v.  Tacoma  Light  &  Water  Co.  3  Wash.  316,  325, 
a  rule  of  a  water  company  requiring  water  rates  to  be  paid  quarterly, 
adding  a  penalty  of  5  per  cent  in  case  of  default  in  payment  for  ten 
days,  and  providing  that,  after  default  for  fifteen  days,  the  water 
should  be  shut  off  from  the  premises,  was  held  to  be  a  reasonable 
regulation  and  enforceable  against  consumers.     The  court  says: 

"  'The  condition  imposed,  that  the  company  might  refuse  to  furnish 
water  to  an  applicant  refusing  to  pay  for  it  a  sum  due  for  water 
furnished  thereunder,  is  in  one  sense  a  security  for  the  payment 
thereof.  Instead  of  forming  an  estimate  of  the  water  that  would 
likely  be  used,  and  requiring  a  deposit  in  advance  of  a  sufficient  sum 
of  money  to  cover  the  same,  or  requiring  other  security  for  the  pay- 
ment thereof,  the  water  company  provides  that  at  stated  periods 
payments  shall  be  made  in  order  that  a  large  sum  may  not  accumulate, 
it  being  willing  to  take  its  chances  for  a  stated  time  without  other 
security;  surely  this  is  more  lenient  than  either  to  demand  a  bond 
or  other  security,  or  a  deposit  of  a  sum  of  money  in  advance  large 
enough  to  be  reasonably  certain  of  covering  the  sum  that  should 
become  due.' 

"A  similar  provision  was  mvolved  in  Dayton  v.  Quigley,  29  N.  J. 
Eq.  77. 


316  6         Rate     Research 


"It  seems  to  be  well  settled  that  for  failure  or  refusal  to  comply 
with  the  rules  and  regulations  of  a  public  utility  a  consumer's  service 
may  be  discontinued.  27  Am.  &  Eng.  Ency.  of  Law  (2nd  Ed.)  1040; 
14  Am.  &  Ency.  of  Law  (2nd  Ed.)  931;  Thornton  on  Law  relating 
to  Oil  &  Gas,  sec.  547;  30  Am.  &  Eng.  Ency.  of  Law  (2nd  Ed.),  419; 
51  Cent.  L.  J.  131-133;   27  Am.  Law.     Reg.  (N.  S.)  277. 

"From  the  authorities  above  quoted  the  followmg  rules  for  the 
protection  of  a  public  utility  against  loss  of  operating  revenues 
because  of  uncollectible  accounts,  and  for  the  securmg  of  the  prompt 
receipt  of  all  moneys  due  for  services  performed  or  product  furnished, 
may  be  deduced  as  reasonable  regulations  which  may  be  lawfully 
prescribed  and  enforced  by  a  public  utility: 

"1.  'It  may  require  of  any  patron  the  deposit  of  a  reasonable  sum 
of  money  as  security  for  the  prompt  payment  of  bills  when  due. 
In  determining  the  reasonableness  of  the  amount  thus  to  be  deposited, 
the  probable  amount  of  the  indebtedness  that  may  be  incurred 
during  the  month  or  other  stated  period  at  the  end  of  which  bills 
are  made  out  and  rendered,  is  an  important  factor.  No  more  than 
a  sum  sufficient  to  furnish  adequate  security  for  the  credit  extended 
may  be  legally  exacted. 

"2.  It  may  require  satisfactory  security  to  be  furnished  in  lieu  of 
such  deposit. 

"3.  It  may  allow  a  discount  upon  bills  paid  on  or  before  a  stated 
day,  or  exact  a  penalty  for  failure  to  make  payment  within  a  certain 
time. 

"4.  For  neglect  or  refusal  on  the  part  of  any  patron  to  comply 
with  any  of  the  legal  rules  and  regulations  established,  it  may  dis- 
continue service  to  such  patron. 

"It  is  therefore  clear  that  the  respondent's  rule  here  in  question  is 
a  reasonable  regulation,  and  having  been  duly  published  and  filed, 
as  required  by  law,  is  binding  upon  the  company  as  well  as  upon  the 
public.  The  fact  that  the  petitioner  offered  to  give  a  bond  as  security 
for  telephone  rentals  is  immaterial.  There  is  no  provision  in  the 
rules  of  the  company  prescribing  such  security  and  the  company 
could  not,  therefore,  have  accepted  such  offer,  if  it  had  chosen  to 
do  so,  without  violating  the  statute.  The  givmg  of  such  security 
might  be  a  convenient  and  desirable  alternative  in  certain  instances 
to  making  a  deposit  of  money,  and  the  rules  of  many  companies  so 
provide.  Unless  there  is  some  practicable  objection  to  the  policy, 
which  is  not  apparent  to  us  at  present,  we  suggest  that  the  company 
modify  its  rule  so  as  to  permit  it  to  accept  satisfactory  and  reliable 
security  in  place  of  a  money  deposit  whenever  it  seems  prudent  to 
do  so." 

(Berend  v.  Wisconsin  Telephone  Company,  1909,  4  W.  R.  C.  R., 
150,  1.55-160). 
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(2)  The  Commission  made  an  investigation  of  the  rates,  rules  and 
regulations  of  the  LaCrosse  Gas  and  Electric  Company,  and  the  follow- 
ing rule  was  left  unchanged: 

''Application  for  gas  or  electric  service  must  be  made  at  the  office 
before  usmg  either,  or  such  user  may  be  held  liable  for  any  unpaid 
bills  due  from  a  former  user,  and  the  company  may  require  the  deposit 
of  a  sum  of  money  to  secure  itself  against  loss." 

(In  Re  Appl.  La  Crosse  Gas  and  Electric  Co.,  8  W.  R.  C.  R.  138,  145). 

(3)  The  Commission,  on  its  own  motion,  investigated  the  refusal  of 
the  Farmers'  Union  Tel.  Co.  to  continue  its  service  to  William  Lemcke 
at  his  residence  near  Middleton,  Dane  County.  Mr.  Lemcke  made 
deductions  from  bills  rendered  him  for  service  on  account  of  materials 
and  labor  furnished  by  him  at  the  time  his  telephone  was  installed. 
The  company  refused  to  accept  the  sums  offered  as  full  payment  and 
partially    discontinued    its    service.     The    Commission    said: 

"Should  a  disagreement  arise  as  to  the  contractual  relations  in- 
volving the  payment  of  rentals  or  the  payment  of  any  indebtedness 
owing  by  the  company  to  a  subscriber,  the  rights  of  the  parties  can 
be  adjusted  in  court. 

"It  is  the  duty  of  a  public  utility  to  establish  rules  and  regulations 
having  for  their  purpose  the  enforcement  of  prompt  payment  of  all 
accounts  due  for  services  when  rendered.  This  matter  was  fully 
considered  by  the  Commission  in  the  case  of  Berend  v.  Wis.  Tel. 
Co.  1909,  4  W.  R.  C.  R.  150,  159.*** 

"In  the  present  case  the  company  has  not  established  any  rule  for 
the  enforcement  of  prompt  payment  of  rentals.  However,  in  the 
absence  of  such  rule  it  could  not  be  compelled  to  furnish  to  a  sub- 
scriber service  free  of  charge,  for  that  would  be  a  violation  of  the 
statute  quoted.  Consequently,  when  a  patron  refuses  to  pay  the 
full  amount  of  rental  at  the  end  of  the  period  when  the  rental  be- 
comes due,  the  company  should  discontinue  his  service.  In  this 
case  the  company,  in  the  absence  of  any  rule  protecting  it  against 
loss  of  revenue  from  the  refusal  of  patrons  to  meet  their  obligations, 
discontinued  complainant's  service  when  he  refused  to  pay  the  bill 
in  full,  and  its  act  in  the  premises  cannot  be  questioned. 

"Notwithstanding  the  discontinuance  of  the  service  the  complainant 
now  appears  in  the  position  of  a  new  subscriber  and  asks  that  service 
be  given  him.  The  question  before  the  Commission,  therefore, 
is  whether  a  telephone  company  has  the  right  to  refuse  service  on  the 
ground  that  previous  bills  have  not  been  fully  paid.  A  telephone 
company  as  has  been  shown,  may,  by  establishing  proper  rules, 
require  its  patrons  to  pay  in  advance  for  a  reasonable  period  for  the 
desired  service,  and  if  a  patron  who  is  in  arrears  to  the  company 
offers  payment  in  advance  for  future  service,  we  do  not  think  that  it 
is  consistent  with  its  public  duty  for  the  company  to  refuse  such 
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service.  The  rule  is  stated  in  1.  Wyman  on  Public  Service  Cor- 
porations, 451,  as  follows: 

"  'As  one  in  public  service  may  always  demand  prepayment,  having 
given  credit,  the  company  must  be  content  as  other  creditors  must 
be  to  collect  its  back  bills  by  legal  means.  To  attempt  to  make 
such  collections  by  refusing  present  service  for  ready  money  would 
seem  to  be  m  the  face  of  the  public  duty.' 

'Tn  the  instant  case  the  president  of  the  telephone  company  testified 
that  the  service  was  discontinued  because  the  complainant  deducted 
$2.70  from  the  bill  rendered  him  in  1913  and  refused  to  pay  more 
than  .S9.30  for  previous  service,  the  full  charges  for  which  were 
$12.00.  If  the  complainant  was  ready  and  willing  to  secure  the  com- 
pany the  full  amount  of  .$12.00  for  its  succeeding  year's  service, 
then,  in  our  judgment,  the  previous  indebtedness  was  not  an  excuse 
absolving  the  company  from  its  duty  to  supply  the  service.  The 
company  should  at  once  publish  and  file  with  the  Commission  a 
rule  covering  the  subject  m  controversy. 

'Tt  is  Therefore  Ordered,  That  the  Farmers'  Union  Telephone  Com- 
pany restore  its  telephone  service  to  William  Lemcke  upon  the 
tender  by  him  of  payment  in  advance  for  a  reasonable  period  at  the 
rates  now  charged,  or  the  deposit  by  him  with  the  company  of  a 
sufficient  sum  of  money  to  secure  the  prompt  payment  of  rentals 
which  may  become  due  in  the  future  for  services  rendered  in  accord- 
ance with  such  rules  and  regulations  as  the  company  may  publish 
and  file  with  the  Commission."  (In  re  Refusal  Farmers'  Union 
Tel.  Co.  to  Furnish  Service,  1913.     13  W.  R.  C.  R.  399,  401-402). 

(To  be  continued) 
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380— Taxation. 

Increased  Taxl\tion  of  Public  Utilities,  by  Edwin  Gruhl.  2  pages, 
Gas  Age,  February  1,  1915,  p.  119. 

Taxes  on  the  property  of  public  service  corporations  in  Wisconsin  have  greatly 
increased  during  the  past  few  years  and  the  writer  states  that  the  customers  of 
such  utilities  upon  whom  the  burden  of  increased  taxation  ultimately  falls  have 
abundant  cause  for  complaint.  The  taxing  of  public  utility  property  is  a  means  of 
indirect  taxation  which  can  be  collected  with  less  opposition  from  the  public  than 
if  directly  collected  from  the  tax  payers.     The  tax  laws  in  Wisconsin  and  their 
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administration  are  briefly  commented  upon;  and  the  taxing  of  intangible  values, 
and  franchise  value,  and  the  basis  of  valuation  for  taxation  purposes  and  for  rate 
making  purposes  are  discussed. 


MUNICIPALITIES 

800 — Municip  ali  ties . 

Public  Policies  as  to  Municipal  Utilities.  Annals  of  the  American 
Academy  of  Political  arid  Social  Science,  Volume  57,  No.  146.  January, 
1915,  357  pages. 

The  proceedings  of  the  Conference  of  American  Mayors,  November  12  to  14,  1914, 
are  printed  in  this  volume,  including  all  the  papers  presented  at  that  conference. 
The  papers  are  classified  imder  the  headings  (1)  Practical  Utility  Problems;  (2) 
The  Regulation  of  Utilities;  (3)  Local  and  State  Regulation  of  Municipal  Utilities; 
(4)  Municipal  Ownership  and  Operation;  (5)  Holding  Companies  and  the  Public 
Welfare.  The  following  is  a  list  of  a  number  of  the  papers  contained  in  the  volume 
which  will  give  an  idea  of  the  scope  and  importance  of  the  subjects  covered: 

Page 

Fundamental  Planks  in  a  Public  Utility  Program,  by  Delos  F.  Wilcox 8 

The  Regulation  of  Municipal  Utilities,  by  Nathaniel  T.  Guernsey 20 

Municipal  Lighting  Rates,  by  Ray  Palmer 33 

Interlocking  Directorates,  by  Louis  D.  Brandeis 45 

Remarks  of  Presiding  Officer:     "The  Regulation  of  Public  Utilities,"   by 

Carter  H.  Harrison 54 

A  Constructive  Policy  for  Public  Service  Corporations,  by  Charles  Day 83 

What  Regulation  Must  Accomplish  If  It  Is  To  Be  Permanent,  by  John  M. 

Eshleman ", 94 

The  Advantages  of  State  Regulation,  by  Halford  Erickson 123 

The  Distribution  of  Functions  Between  Local  and  State  Regulation,  by  Milo 

R.  Maltbie 163 

The  Case  for  Home  Rule,  by  Charles  E.  Merriam 170 

Municipal  Ownership— The  Testimony  of  Foreign  Experience,  by  Frederic  C. 

Howe 194 

Some  Limitations  and  Objections  to  Municipal  Ownership,  by  Clarke  M.  Rose- 

crantz 254 

The  Utilities  Bureau,  by  Felix  Frankfurter 293 

Holdmg  Companies  and  The  Public  Welfare,  by  Charles  F.  Mathewson 305 

Public  Advantages  of  Holding  Companies,  by  Francis  T.  Homer 313 

The  Public  Welfare  and  the  Holding  Company,  by  James  P.  Goodrich 323 


GENERAL 

113 — ^Financing. 

Financing  of  Public  Utility  Properties,  by  Andrew  Cooke.  Paper 
Read  Before  the  Seventh  Annual  Convention  of  the  Wisconsin  Elec- 
trical Association  at  Milwaukee,  January  21,  1915. 

The  writer  asserts  that  state  regulation  and  the  present  attitude  of  the  public 
toward  public  utilities  have  made  financing  of  such  utilities  difficult.     There  has 
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been  no  constructive  financing  of  any  consequence  by  public  utility  corporations 
for  two  or  three  years  before  the  European  War  commenced,  and  the  financial 
difficulties  of  all  corporations  have  been  greath'  increased  by  the  conditions 
brought  about  by  the  present  war.  The  large  and  strong  companies  have  been 
borrowing  money  at  high  rates  to  meet  their  pressing  obligations,  but  the  small 
and  weaker  companies  have  in  manj'  cases  not  been  able  to  borrow  money  at  all. 
It  is  pointed  out  that  restrictive  legislation  in  one  state  or  the  administration 
of  public  utility  laws  by  a  state  commission  in  such  a  manner  as  to  subject  the 
companies  to  severe  regulation  and  limit  them  to  insufficient  returns  without 
furnishing  proper  protection  from  competition,  affects  the  financing  of  these 
undertakings,  not  only  in  that  state  but  in  all  states,  since  it  is  possible  that  at  any 
time  the  policy  of  that  state  may  be  adopted  elsewhere.  Companies  are  urged  to 
work  for  a  better  understanding  of  public  utility  problems  by  the  public.  A  public, 
sentiment  should  be  created  that  will  secure  sane  and  constructive  public  vitility 
legislation. 


900— General. 

The  President,  the  Newspapers  and  the  Association.  5  pages, 
Electric  Railway  Journal,  February  6,  1915,  p.  275. 

The  address  of  President  Woodrow  Wilson  before  the  mid-year  meeting  of  the 
A.  E.  R.  A.  is  published  in  full.  The  President  discussed  the  relations  existing 
between  business  and  the  public,  from  a  standpoint  of  government  regulation  of 
business.  He  states  that  it  is  the  aim  of  the  Government  to  afford  all  business 
the  liberty  which  is  expressed  in  the  sporting  world  in  the  phrase  "a  free  field  and  no 
favor."  What  he  calls  '"the  rules  of  the  game"  are,  in  brief,  as  follows:  First  of 
all  is  the  rule  of  publicity.  The  public  should  be  permitted  to  see  business  as  it  is 
and  judge  of  it  accordingly.  There  are  a  great  many  businesses  in  this  country 
that  have  fallen  imder  suspicion  because  they  were  so  secretive.  The  second  rule 
requires  the  giving  of  a  full  equivalent  in  service  for  the  money  received  and  this 
is  the  solid  foundation  for  any  business.  In  the  third  place,  it  is  pointed  out  that 
companies  are  employees  of  the  public  and  clear,  clean  consciences  toward  em- 
ployers are  the  basis  of  success.  The  fourth  rule  is  the  rule  of  service.  The 
spirit  of  service  leads  you  to  see  to  it  that  the  thing  that  you  do  for  the  public 
and  get  money  for  is  the  best  thing  of  that  kind  that  can  be  done.  The  President 
states  that  business  should  not  be  apprehensive  of  government  interference  but 
should  enjoy  a  new  era  of  confidence. 

A  number  of  editorials  from  leading  newspapers  in  different  parts  of  the  country 
commenting  upon  the  President's  statement  of  administration  policy  are  also 
given. 


910 — Promotion  and  Growth  of  Business. 

An  Analysis  of  Central-Station  Practice  in  Wisconsin  Regarding 
Rural  Service,  Electrical  Review  and  Western  Electrician,  February  6, 
1915,  p.  237. 

An  analysis  of  conditions  in  Wisconsin  as  regards  the  use  of  electricity  on  the  farm, 
is  presented  in  tabulated  form.  The  data  are  taken  from  a  report  recently  com- 
piled by  a  committee  of  the  Wisconsin  Electrical  Association  under  the  direction 
of  W.  E.  Haseltine,  manager  of  the  Ripon  Light  and  Water  Company.  The 
information  covers  2.3  central  stations  of  the  state  which  are  furnishing  service  to 
rural  customers. 
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RATES 

FAMOUS  RATE  PAPERS— No.  6 

EFFECT  OF  WIDTH  OF  MAXIMUM  DEMAND  ON 

RATE  MAKING. 

By  Louis  A.  Ferguson.  Paper  read  at  the  Twenty-Seventh  Annual 
Meeting  of  the  Association  of  Edison  Illuminating  Companies,  Spring 
Lake,  New  Jersey,  September  19  to  21,  1911. 

(Note — Paragraph  headings  are  not  in  original) 

521.1— Width 

"The  possibility  of  the  large  prospective  consumer  installing  his  own 
isolated  plant  does  not  seem  to  completely  do\\Ti,  and  it  is,  therefore 
highly  important  that  schedules  for  the  supply  of  large  business 
should  be  carefully  prepared  to  meet  competitive  conditions  which 
are  being  continually  presented.  These  schedules  should  take  into 
consideration  the  hour's  use  or  load  factor  of  the  business,  as  most 
of  us  appreciate,  otherwise  the  Central  Station  will  obtain  the 
unprofitable  short-hour  business  and  lose  that  most  to  be  desired 
long-hour  profitable  business. 

611.5— Wholesale 

"The  wholesale  rate  schedule  should  differentiate  as  to  quantity, 
load  factor,  power  factor  where  practicable,  and  even  as  to  the  kind 
of  supply,  whether  alternating  or  direct  current  or  whether  high  or 
low  tension,  and  because  of  the  comparatively  small  number  of  such 
consumers  and  their  large  size,  it  is  permissible  that  the  schedule 
be  somewhat  more  complicated  than  the  retail  schedule. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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522 — Actual  Measurement  of  Demand 

''This  paper  will  deal  more  particularly  with  the  subject  of  the 
proper  method  of  measuring  the  maximum  demand  from  which  the 
load  factor  of  these  larger  or  wholesale  consumers  is  determined. 

621.1— Load  Factor 

"Until  very  recently  there  has  been  much  confusion  in  regard  to  the 
term  'Load  Factor.'  Even  to-day,  after  years  of  discussion,  and 
with  a  fairly  good  general  understanding  of  the  authoritative  defini- 
tion of  load  factor,  there  is  still  much  uncertainty,  unless  explanatory 
statements  are  added.     Load  factor  is  based  on  two  quantities: 

(a)  the  average  kilowatt  hours  per  hour  consumed  or  generated  in  a 
given  number  of  consecutive  hours,  as,  for  instance,  in  a  10-hour  day, 
a  24-hour  day,  a  month  or  a  year;  and,  (b)  the  maximum  demand 
during  the  corresponding  period. 

"It  is  now  more  generally  appreciated  that  in  rate  making  at  least 
the  yearly  load  factor  is  the  only  proper  one  to  consider,  because 
fixed  charges  on  investment  are  usually  the  most  important  items 
of  cost  and  these  fixed  charges  continue  every  hour  in  the  entire 
year.  The  yearly  load  factor  is  for  this  reason  coming  into  general 
use  and  in  the  absence  of  any  qualifying  statement,  the  yearly  load 
factor  would  be  understood. 

620 — Determination  of  Demand 

"The  exact  meaning  of  maximum  demand  or  the  second  quantity, 

(b)  would  not  be  generally  understood  if  not  specified,  especially 
in  connection  with  the  sale  of  alternating  current  energy.  As 
pointed  out  at  last  year's  Convention  by  Mr.  R,  S.  Hale,  in  his 
paper  on  'Measuring  Demand,'  several  methods  are  in  use  for 
determining  the  maximum  demand.  These  are:  First.  The  so- 
called  'non-instrumental  methods,'  which  should  apply  to  all  small 
lighting  consumers;  and,  Second.  The  'instrumental  methods' 
which  should  be  applied  to  all  large  consumers. 

"Small  consumers  in  this  statement  refer  to  those  having  a  maxi- 
mum demand  not  exceeding  one  or  possibly  two  kilowatts  and  which, 
therefore,  includes  95  per  cent  or  more  of  the  residential  consumers 
in  a  large  city.  Large  consumers  in  the  foregoing  statement,  refer 
to  those  having  a  maximum  demand  in  excess  of  30  or  40  kilowatts. 
In  the  latter  case,  the  actual  demand  is  by  far  the  most  important 
factor  in  the  cost  of  supplying  such  consumer  and  must,  therefore, 
be  determined  accurately  and  continuously. 

522 — Actual  Measurement  of  Demand 

"The  principal  methods  are  as  follows:  (1)  the  momentary  swings 
of  an  indicating  or  graphic  recording  instrument;  (2)  the  current 
required  to  produce  a  given  heating  effect,  as  in  a  Wright  demand 
indicator;  (3)  the  watthour  consumption  or  integrated  demand 
during  a  specified  interval  of  time,   as  one  minute,   five  minutes, 
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fifteen  minutes,  half  hour  or  one  hour.  The  last  mentioned  method 
is  now  being  used  almost  exclusively  in  the  measurement  of  alter- 
nating current  energy,  but  there  is  still  a  great  divergence  of  practice 
as  to  the  interval  of  time  and  also  as  to  whether  the  maximum 
demand  charge  is  based  on  the  highest  individual  peak  or  on  an 
average  of  several  peaks,  and  if  so,  how  many. 

521.1— Width 

"This  is  extremely  unfortmiate  and  often  puts  the  Central  Station 
Company  at  a  disadvantage,  especially  when  dealing  with  large 
consumers  or  allied  industries,  who  operate  in  several  cities  and  in 
which  cities  the  prevailing  practice  as  to  interval  taken  in  deter- 
mining maximum  demand  may  be  very  different.  The  following 
will,  therefore,  be  confined  largely  to  a  consideration  of  most  desirable 
intervals. 

522.1 — Maximum  Demand  Indicators 

"The  Wright  demand  indicator  installation,  used  by  several  of  the 
large  companies,  answers  very  well  for  direct  current  installations  of 
moderate  size,  but  is  found  rather  expensive  for  very  large  D,  C. 
installations  and  unsatisfactory  for  alternating  current,  because  of 
the  large  rushes  of  current  in  the  starting  of  A.  C.  motors.  In 
direct  current  installations,  for  instance,  the  Wright  demand  indi- 
cators will,  under  most  conditions,  indicate  about  85  per  cent,  of 
the  maximum  in  5  minutes,  and  the  full  maximum  in  30  minutes. 
As  this  indicator  has  found  rather  wide  application  in  several  cities, 
the  interval  (one-half  hour  with  a  steady  load)  required  to  show  the 
full  maximum  on  this  instrument,  naturally  had  some  influence  in 
fixing  the  width  of  peak  over  which  the  maximum  was  integrated 
in  the  sale  of  alternating  current  power. 

521.1— Width 

'Tt  must  be  borne  in  mind,  that  with  a  steady  load,  there  is  no 
difference  between  a  5-minute  and  a  one  hour  peak.  If  the  load 
is  intermittent,  the  shorter  interval  will  give  the  higher  maximum 
demand.  In  making  a  schedule  of  rates  for  large  consumers,  it  is 
necessary,  therefore,  if  the  rate  is  to  be  a  just  one  for  all  the  users 
in  a  given  class,  that  a  fixed  interval  for  maximum  demand  be  estab- 
lished; that  is,  either  the  instantaneous,  the  one  minute,  the  five 
minute,  quarter  hour,  half  hour,  or  the  one  hour. 

"If  the  entire  output  of  a  water  power  plant  with  long  transmission 
lines  is  taken  by  a  very  few  consumers,  each  taking  large  blocks  of 
power,  a  short  interval  might  be  preferable.  In  such  cases  it  is  also 
sometimes  desirable  to  increase  the  charge  to  the  consumer,  if  the 
power  factor  of  his  load  falls  below  a  reasonable  figure. 
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623— Power  Factor 

"In  such  portions  of  our  large  cities,  however,  as  are  supphed  by 
alternating  current  energy,  the  maximum  load  almost  invariably 
occurs  between  six  and  nine  o'clock,  when  it  is  almost  exclusively 
lighting,  and  as  a  result,  the  power  factor  is  high  at  that  time  in  the 
evening.  The  day  load  or  motor  load  in  above  mentioned  portions 
of  these  cities,  which  naturally  has  a  poor  power  factor,  is  usually 
less  than  one-half  of  the  evening  load.  The  amount  of  copper  in 
the  distribution  system  is  therefore,  not  injuriously  affected  by  the 
poor  load  factor  in  the  day  time,  and  hence  the  cost  to  the  central 
station  company  is  not  appreciably  affected.  Moreover,  rotary 
condensers  may  be  used  in  such  particular  substations  where  the 
power  factor  is  lower  than  desirable,  thus  insuring  a  high  power 
factor  on  the  generators,  transmission  lines  and  substations,  and 
then  in  the  worst  event  only  the  distribution  system  would  be  affected. 
In  dealing  with  large  numbers  of  power  consumers  it  is  difficult 
enough  to  have  them  understand  load  factor,  to  say  nothing  of  such  a 
complicated  matter  as  an  equitable  charge  for  low  power  factor. 
For  these  reasons  the  Central  station  companies  operating  in  large 
cities  practically  always  charge  for  the  maximum  demand  on  the 
basis  of  true  energy  or  watthour  consumption,  and  will  also  find 
many  advantages  in  using  a  reasonably  long  interval. 

521.1— Width 

"In  order  to  separate  more  easily  the  relative  advantages  of  short 
and  long  intervals  in  obtaining  the  maximum  demand,  it  is  well  to 
consider  a  simple  example — the  sight  reading  of  the  dial  of  ordinary 
watthour  meter  by  an  observer.  There  are  immediately  apparent 
two  causes  of  error:  (1)  the  time  of  observation  of  the  length  of 
interval,  and,  (2)  the  value  of  the  reading.  Suppose  the  operator 
is  allowed  a  leeway  of  ten  seconds  on  either  side  of  the  exact  time. 
The  maximum  error  in  five  minutes  would  be  approximately  6  per 
cent.,  while  in  one  hour  it  would  be  less  than  6-10  of  1  per  cent.  In 
the  second  place,  assume  that  the  meter  has  a  constant  of  1,  is  read 
directly  in  K.  W.  H.  and  is  installed  on  a  line  using  about  1  K.  W.  H. 
per  minute.  If  the  observer  is  allowed  to  interpolate  to  one-quarter 
of  each  division  then  there  is  a  maximum  possible  error  of  J  K.  W.  H. 
In  five  minutes,  this  would  introduce  an  error  of  5  per  cent.,  but  in 
one  hour  only  4-10  of  1  per  cent.  The  above  illustration  assumes  a 
meter  constant  of  one,  and  the  percentage  of  error  given  should  be 
increased  correspondingly  by  the  larger  constant  always  necessary 
for  a  large  consumer. 

"Another  illustration  of  the  advantage  of  using  longer  intervals  is 
an  actual  case  in  which  power  was  sold  to  a  large  street  railway 
system  and  metered  on  a  number  of  transmission  lines  each  delivering 
a  coincident  maximum  demand  of  about  1800  kw.  Originally  one 
division  of  the  lowest  dial  of  the  meter  multiplied  by  the  constant 
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of  the  meter  best  fitted  for  the  purpose  which  was  on  the  market 
at  that  time  was  something  like  400  kw.  This  meant  a  maximum 
possible  error  of  say  400  kw.,  which  would  have  been  prohibitive, 
except  that  there  were  several  lines  used  in  the  supply  and  also  the 
average  of  several  maxima  was  used.  But  even  then  the  results 
were,  of  course,  not  satisfactory. 

"On  the  meters  now  in  use  by  the  same  company  on  the  very  large 
number  of  railway  lines  delivering  an  aggregate  of  over  100,000 
kilowatts,  one  division  of  the  first  dial  amounts  to  1/lOOkw.,  which, 
multiplied  by  the  constant  which  is  usually  4000,  gives  the  value  of 
the  lowest  division  of  the  dial  as  40  kw.  The  hourly  reading  is 
40  kw.  divided  by  1800  kw.  (the  output  for  one  hour)  or  a  maximum 
possible  error  of  2.2  per  cent.  With  a  half-hour  interval  the  error 
is  the  same,  but  the  percentage  is  double — 40  k\v.  divided  by  900  kw., 
or  4.4  per  cent.  Similarly  the  quarter-hour  error  would  be  8.8  per 
cent,  and  the  five  minute  error  26 . 6  per  cent. 

"In  the  railway  business  cited,  hourly  intervals  are  used  and  this 
possible  error  is  reduced  by  using  the  average  of  several  maxima.  The 
maximum  error  of  each  hourly  reading  is  2.2  per  cent.  Taking  the 
average  of  several  cases,  the  error,  according  to  the  law  of  averages, 
would  be  only  one-half  of  this,  or  1.1  per  cent.,  and  the  more  we  can 
average  within  practical  limits,  the  more  this  percentage  of  error 
will  be  reduced.  For  instance,  using  the  average  of  six  peaks  would 
theoretically  reduce  the  error  of  2.2  per  cent,  to  .37  of  1  per  cent. 

"The  error  in  reading  any  integrating  meter  used  in  determining  the 
maximum  demand  (and  this  error  as  shown  above  may  be  very  large), 
would  be  a  much  smaller  percentage  of  the  total  energy  for  a  long 
period  than  for  a  short  one;  in  fact,  the  error  is  inversely  proportional 
to  the  interval. 

(To  be  continued) 


COMMISSION  DECISIONS 
CALIFORNIA 

132 — Protection  from  Competition. 

Mt.  Konocti  Light  and  Power  Corporation  vs.  James  A.  Gunn,  Jr., 
Asking  That  the  Defendant  Be  Compelled  to  Withdraw  From  Terri- 
tories Served  By  the  Petitioner.  Decision  of  the  California  Railroad 
Commission,  Directing  Defendant  to  Withdraw  From  the  Territories 
in  Question.     December  30,  1914. 

The  complainant,  operating  an  electric  distributing  system,  contends 
that  the  defendant  invaded  territory  served  by  complainant,  and  peti- 
tions the  Commission  to  compel  defendant  to  withdraw  from  such 
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territory  and  to  discontinue  the  construction  of  its  distributing  system 
serving  the  village  of  Finley.  From  the  evidence  introduced  it  appears 
that  defendant  had  erected  certain  electrical  equipment  in  the  territory 
in  question,  but  had  not  begun  to  render  service  until  practically  two 
years  after  the  complainant  had  begun  actual  operation.  Other  facts 
in  the  case  and  the  Commission's  findings  are  given  in  the  following 
quotation  from  the  case. 

"Under  the  circumstances  there  can  be  no  question  but  that  com- 
plainant was  actually  serving  the  public  in  the  territory  involved  in 
■  this  case  with  electric  energy  for  more  than  one  year  prior  to  the 
time  when  defendant  completed  his  line  to  Finley  and  for  about 
six  months  before  defendant  was  prepared  to  serve  the  public  with 
electric  energy  at  any  point  in  Lake  County  or  elsewhere.  The  mere 
fact  that  defendant  began  the  construction  of  his  plant  believing 
that  he  could  build  his  lines  indiscriminately  throughout  Lake 
County  does  not  justify  needless  duplication  of  equipment  and  other 
evils  of  unwarranted  competition,  nor  can  the  fact  that  defendant 
may  have  erected  a  few  poles  here  and  there  be  construed  as  giving 
him  any  prior  or  additional  right  to  serve  in  a  territory  from  which 
he  would  otherwise  be  excluded.     *     *     * 

"Defendant's  contention  that,  because  he  procured  a  franchise  from 
the  board  of  supervisors  of  Lake  County  to  construct  and  maintain 
electric  power  lines  over  and  along  the  public  roads  of  that  county 
prior  to  the  effective  date  of  the  Public  Utilities  Act,  he  should  be 
permitted  to  construct  his  lines  in  any  portion  of  the  county,  including 
the  territory  served  by  another  public  utility,  is  wholly  untenable, 
and  defendant's  claim  that  by  merely  erecting  a  few  isolated  poles 
and  several  hundred  feet  of  wire  in  the  village  of  Finley  he  had  begun 
to  serve  that  territory,  within  the  meaning  of  the  Public  Utilities 
Act,  is  controverted  by  the  fact  that  these  poles  and  wires  were  not 
connected  with  his  lines  and  were  not  used  in  connection  with  the 
distribution  of  electric  energy  for  almost  two  years  after  they  had 
first  been  placed  in  position.  In  this  connection  I  desire  to  call 
attention  to  the  fact  that  electric  service  consists  not  only  of  the 
possession  of  the  necessary  facilities,  but  is  an  accomplished  fact 
only  when  these  facilities  are  used  in  connection  with  the  actual 
delivery  of  electric  energy  to  any  person  who  may  apply  for  the 
service.  In  cases  of  this  kind  the  Commission  will  not  be  misled 
by  mere  pretense,  but  will  carefully  look  beyond  the  fact  that  a 
certain  work  may  have  been  begun  and  inquire  as  to  whether  or  not 
such  work  was  necessary  to  serve  the  public  and  whether  it  can  be 
considered  as  work  commenced  in  good  faith  and  carried  on  with 
reasonable  diligence. 

"In  view  of  all  the  evidence  introduced  in  this  case,  I  find  as  a  fact 
that  the  territory  within  a  radius  of  three-quarters  of  a  mile  from 
the  present  Finley  post  office  in  Lake  County  was,  on  July  11,  1914, 
and  for  more  than  one  year  prior  to  that  time  served  with  electric 
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energy  only  by  Mt.  Konocti  Light  and  Power  Company,  and  that 
as  long  as  complainant  supplies  electric  energy  to  all  bona  fide 
applicants  for  service  within  said  territory  at  reasonable  rates,  and 
under  reasonable  regulations,  the  present  or  future  public  convenience 
and  necessity  does  not  and  will  not  require  the  construction  or 
installation  of  any  poles,  wires  or  facilities  whatsoever  by  James  A. 
Gunn,  Jr.,  defendant  in  this  case,  in  said  territory,  nor  can  any  lasting 
benefit  accrue  to  the  public  by  permitting  defendant  to  enter  into 
competition  with  complainant  in  the  distribution  and  sale  of  electric 
energy  in  the  vicinity  of  Finley." 


DISTRICT  OF  COLUMBIA 


226.5 — Standards  of  Service. 

Regulation  for  Electric  Service  in  the  District  of  Columbia. 
Decision  of  the  Public  Utilities  Commission  of  the  District  of 
Columbia.     January  30,  1915. 

The  regulations  prescribed  by  the  Commission  cover  the  following  sub- 
jects: location  of  meters,  rules  to  govern  all  tests  of  watt-hour  meters 
made  pursuant  to  these  regulations,  rules  for  tests  by  electric  corpora- 
tions specifying  apparatus  to  be  used  and  the  manner  of  making  instal- 
lations, tests  and  inspections,  request  tests  and  periodic  tests;  rules 
providing  for  referee  tests  by  the  Commission,  and  prescribing  fees  for 
such  tests;  and  regulations  requiring  the  maintenance  of  a  standard 
voltage  on  all  constant  potential  systems. 


COMMISSION  DECISIONS 

COMPILATION  OF  RULES  AND  REGULATIONS  IN 
RE  CUSTOMER'S  DEPOSITS 

Continued  from  6  Rate  Research  313 

WISCONSIN 

(4)  The  Commission  on  its  own  motion,  investigated  the  refusal  of 
the  Madison  Gas  &  Electric  Company  to  furnish  gas  and  electric  ser- 
vice to  F.  M.  Wylie.     The  Complainant  has  been  a  patron  of  the  com- 
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pany  at  different  times  and  different  places  of  residence  during  the 
past  seven  years,  and  it  appears  that  upon  giving  up  his  dweUing  at  any 
particular  place  he  has  neglected  to  pay  for  the  service  rendered  during 
the  last  month  of  his  residence  at  such  place.  The  total  amomit  of 
arrearages  claimed  is  $6.93.  The  complainant  applied  for  service  at 
a  new  place  of  residence  and  the  company  refused  to  furnish  the  service 
unless  arrearages  were  paid.  At  complainant's  last  place  of  residence 
a  deposit  of  $5.00  was  required,  the  deposit  was  paid  and  a  receipt 
rendered.  Since  the  payment  of  the  deposit  52  cents  has  not  been 
paid  the  company. 

"The  main  question  arising  upon  the  conceded  facts  of  this  case  is 
whether  the  company  may  refuse  to  grant  service  at  any  premises 
to  an  applicant  who  has  become  in  arrears  for  service  at  other  places, 
until  such  arrearage  is  paid.  The  company  takes  the  position  that 
it  may  apply  the  deposit  made  under  the  rule  to  any  past  indebted- 
ness of  the  applicant,  wherever  incurred  when  he  ceases  to  be  a 
consumer  at  any  particular  premise,  and  may  require  him  to  liquidate 
in  full  such  indebtedness,  if  the  deposit  is  not  sufficient  for  such 
purpose,  and  make  a  new  deposit  when  he  applies  for  service  at  a 
new  place  of  residence,  before  it  can  be  required  to  serve  him.  *** 

"The  company  owes  a  duty,  not  only  to  itself,  but  to  its  patrons  as 
a  whole,  to  collect  promptly  all  indebtedness  due  for  services  ren- 
dered. 

"Because  of  such  duty  a  company  is  permitted  to  demand  prepayment 
of  present  service  where  the  charge  may  be  determined  in  advance, 
or  in  case  of  metered  ser\ice  may  require  a  deposit  of  a  sum  of  money 
sufficient  to  secure  payment  for  the  service  rendered  during  stated 
intervals  for  which  credit  is  extended,  or  may  require  a  bond  to 
secure  such  payment.  Failing  to  establish  or  to  enforce  a  rule  to 
secure  the  prompt  collection  of  bills  when  due,  the  company  stands 
in  the  position  of  any  other  creditor  and  must  resort  to  the  courts  to 
compel  payment  of  such  indebtedness.  It  may  refuse  to  furnish 
service  in  the  future  unless  prepayment  is  made,  but  because  of  its 
public  duty  it  can  not  condition  such  service  upon  the  liquidation 
of  past  charges. 

"A  further  question  is  presented  by  the  record  which  must  be  disposed 
of  in  order  to  settle  the  controversy  between  the  parties.  This 
arises  out  of  the  contention  of  the  company  that  it  may  now  apply 
the  special  deposit  to  all  past  defaults  of  complainant  at  premises 
other  than  those  at  which  he  was  last  served.  If  this  contention  is 
sound  it  would  be  necessary  for  the  complainant  to  make  another 
deposit  before  his  right  to  service  at  his  present  dwelling  should 
exist.  It  is  conceded  that  the  deposit  has  been  impaired  to  the 
amount  of  52  cents  which  is  the  delinquency  for  services  rendered 
under  the  contract  to  secure  the  performance  of  which  on  his  part  the 
deposit  was  made.  Assuming  then  that  he  should  tender  payment  of 
such  amount,  the  question  is  would  he  be  entitled  to  a  return  of  the 
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deposit,  or,  which  would  be  the  equivalent  in  effect,  could  he  direct 
that  such  deposit  be  held  by  the  company  under  its  rule  as  security 
for  bills  that  might  become  due  and  unpaid  on  the  proposed  contract 
which  was  rejected?  In  determining  the  legal  relation  existing 
between  the  parties,  it  is  necessary  to  consider  the  apphcation,  the 
rule,  and  the  receipt.  The  application  contains  a  request  that 
service  be  rendered  upon  certain  premises  and  an  agreement  to  pay 
for  the  service  and  to  abide  by  the  rules  and  regulations  of  the 
company.  The  rule  here  involved  permits  the  company  to  demand  a 
deposit  of  sufficient  amount  to  secure  the  payment  of  one  month's 
bills,  which  in  the  instant  case  has  been  fixed  by  the  company  at 
$5.00.  .  .  .  The  terms  of  the  receipt  .  .  .  show  clearly 
that  the  deposit  is  a  security  for  the  payment  of  all  bills  which  are  or 
may  at  any  time  become  due  under  the  particular  contract.  This 
is  made  very  clear  when  we  observe  the  terms  of  the  receipt,  which 
provided  that  the  deposit  'is  to  be  refmided  with  interest  at  the  rate 
of  4  per  cent  per  annum  on  final  settlement  or  termination  of  the 
contract  between  the  parties  hereto  upon  the  surrender  of  this 
receipt,'  and  that  the  same  'may  be  applied  by  the  company  as  far 
as  needed  to  the  payment  of  any  indebtedness  due  it  at  the  time 
of  final  settlement  without  the  presentation  and  surrender  of  the 
receipt.'  The  'payment  of  any  indebtedness'  evidently  means  any 
indebtedness  under  the  contract.  One  clause  of  the  receipt  thus 
pro\'ides  for  a  return  of  the  deposit  with  interest  on  final  settlement 
or  termination  of  the  contract,  providing  all  bills  due  under  the 
contract  have  been  paid,  and  the  other,  that  when  bills  under  the 
contract  have  not  been  paid,  the  company  may  then  on  the  final 
settlement  apply  the  deposit  to  the  payment  of  such  indebtedness. 
No  other  interpretation  of  the  language  of  the  receipt  would  be 
permissible  under  the  circumstances.  The  purpose  of  the  deposit 
under  the  rule  is  to  secure  prompt  payment  of  current  bills  when  due, 
and  the  rule  cannot  be  extended  beyond  its  terms  so  as  to  permit 
of  the  application  of  the  security  to  a  purpose  not  therein  expressed, 
otherwise  the  rule  might  in  certain  cases  not  only  defeat  itself  but  allow 
the  company  to  do  by  indirection  what  it  would  be  unlawful  to  do 
directly. 

"Unfortunate  as  the  company  may  find  itself  in  this  case  because  of 
its  inability  to  collect  what  may  be  a  just  debt  without  resorting  to 
legal  means,  it  seems  to  us  that  in  the  absence  of  any  statutory 
authority  to  that  effect,  service  cannot  be  withheld  from  one  who  is 
willing  to  comply  with  the  rules  and  regulations  requiring  the  furn- 
ishing of  security  for  the  payment  of  current  bills  when  due,  although 
he  may  be  owing  the  company  for  past  service  at  the  time.  While 
this  rule  may  seem  to  work  a  hardship  upon  the  company  at  times  it 
should  have  the  effect  of  greater  scrutiny  of  credits  on  the  part  of 
the  company  in  the  future  and  a  more  extensive  application  of  the 
rule  relating  to  deposits. 

"It  follows  from  what  has  been  said  that  if  the  complainant  pays  the 
amount  due  for  service  rendered  on  the  premises  on  Jenifer  Street 
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(since  the  payment  of  the  deposit),  he  will  be  entitled  to  service  at 
his  present  place  of  residence,  and  the  deposit  now  in  the  hands  of  the 
company  may  be  retained  by  it  as  security  under  its  rules  for  the 
payment  of  any  service  it  mav  render  him  there."  (In  Re  Refusal  of 
Service  by  Madison  Gas  &  El.  Co.,  1914.  13  W.  R.  C.  R.  518,  520- 
524.) 

(5) .  In  an  investigation  of  the  rates,  rules  and  regulations  of  the  Badger 
State  Telep.  and  Teleg.  Co.,  the  Commission  left  the  following  rule 
unchanged: 

"A  deposit  or  properly  signed  guarantee  will  be  required  from  parties 
who  are  not  known  to  the  company  to  be  responsible  for  the  payment 
of  service  charges."  (In  re  Appl.  of  Badger  State  Telep.  and  Teleg. 
Co.     Decided  April  29,  1914.) 

226.2— Extension  of  Service. 

DEPOSIT   IN   CASE   OF   EXTENSIONS   OF   LINE   OR   MAIN. 

MARYLAND. 

(1)  In  a  proceeding  brought  to  test  the  reasonableness  of  a  gas  com- 
pany's rule,  which  imposed  a  charge  of  70  cents  per  foot  for  extensions 
of  gas  mains  in  excess  of  100  feet,  the  Commission  held  that  the  require- 
ments of  the  company  were  reasonable.  (City  Realty  Company  vs. 
Consolidated  Gas,  Electric  Light  and  Power  Company,  July  3,  1912.) 

(2)  In  an  investigation  of  a  complaint  involving  the  reasonableness 
of  a  rule  of  the  Georgetown  Gas  Light  Company  requiring  a  deposit 
before  making  an  extension  of  mains,  the  Commission  says : 

"There  must  be  some  limit  to  the  obligation  of  a  public  service 
corporation  to  extend  its  facilities.  Otherwise,  the  demand  in 
sparsely  settled  districts  might  create  a  financial  burden  which 
would  not  only  deprive  stockholders  of  the  company  of  a  return  upon 
their  investment,  but  also  seriously  cripple  the  service  of  old  customers 
through  the  company's  lack  of  means  to  adequately  maintain  it. 

"The  rule  of  the  company  is,  briefly,  to  make  extensions  of  one 
hundred  feet  of  mains  for  every  dwelling  to  be  supphed  with  gas. 
For  extensions  in  excess  of  one  hundred  feet  a  deposit  of  seventy 
cents  per  lineal  foot  is  required,  and  the  amount  of  the  deposit  so 
made  is  refunded  at  the  rate  of  S70.00  for  each  dwelling  erected  along 
the  line  of,  and  supphed  from,  the  extension  for  which  the  deposit  is 
made,  upon  the  completion  of  the  plastering  in  the  dwelling  and 
notice  thereof  in  writing  to  the  company,  until  the  entire  amount  of 
the  deposit  is  returned  to  the  depositor.     .     .     . 

"These  rules  appear  to  be  reasonable  precautions  against  loss  and 
against  deterioration  of  the  present  service,  which  all  future  applic- 
ants for  service  situated  similarly  to  the  complainant  must  observe." 
(Jones  vs.  Georgetown  Gas  Light  Company,  July  11,  1913.) 
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WISCONSIN. 

(1)  The  Commission  held  that  a  rule  of  the  Beloit  Water,  Gas  and 
Electric  Company  fixing  the  rate  of  $1.25  per  foot  advance  payment  by 
consumer  for  extension  of  water  main  of  over  50  feet  was  reasonable. 
(Beloit  Water,  Gas  and  Electric  Company  vs.  City  of  Beloit,  May  29, 
1912). 

(2)  In  an  investigation  of  the  Larsen  Telephone  Company  the  Com- 
mission ordered  the  extension  of  lines,  if  the  parties  desiring  the  service 
would  advance  to  the  Larsen  Telephone  Company  $45.00  for  each 
party  by  which  the  number  subscribing  for  service  is  less  than  a  certain 
number,  (In  re  Investigation  of  Larsen  Telephone  Company,  Decem- 
ber 5,  1913.) 

(3)  The  Commission  ordered  the  Green  Bay  Water  Company  to 
make  extension  of  water  main  under  the  following  conditions: 

"That  the  water  company  shall  build  thirty-three  feet  of  main, 
free  of  charge,  for  each  added  consumer,  in  case  of  application  by 
consumers  for  extensions  of  mains;  that  where  mains  smaller  than  four 
inch  will  suffice  the  deposit  for  all  over  thirty-three  feet  per  consumer 
shall  be  30  cents  per  foot  and  that  where  mains  of  four  inches  or  greater 
diameter  are  required,  the  deposit  shall  be  $1.00  per  foot  for  such 
excess.     ... 

"In  case  additional  consumers  are  taken  on  later  this  deposit  will  be 
refunded,  without  interest,  at  the  rate  of  thirty-three  feet  for  each 
additional  consumer.  In  case  the  city  orders  a  hydrant  or  hydrants 
installed  on  any  such  extension,  consumers'  deposits  will  also  be 
refunded,  without  interest."  (In  re  Investigation  Green  Bay  Water 
Company,  October  14,  1913.) 


REFERENCES 
RATES 


410 — Cost  of  Service. 


The  Wisconsin  Railroad  Commission's  Method  of  Rate  Making,  by 
E.  N.  Strait.  Read  Before  the  Joint  Convention  of  Wisconsin  Elec- 
trical Association  and  Wisconsin  Gas  Association.     January  21,  1915. 

Using  data  for  a  h^-pothetical  plant  the  writer  illustrates  the  apportionment  of 
expenses  for  joint  gas  and  electric  properties  and  the  determination  of  unit  costs 
of  the  service  of  such  utilities.  Tables  are  given  showing  the  apportionments 
between  the  gas  and  electric  properties,  and  between  the  different  departments  of 
the  service;  and  unit  costs  are  derived,  based  on  consumer,  demand  and  output 
expenses.     A  schedule  of  electric  rates  for  the  hypothetical  plant  is  worked  out  and 
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curves  are  plotted  showing  the  reUition  of  the  rate  schedules  to  the  cost  curve. 
Rates  for  the  gas  utility  are  presented  in  a  similar  manner.  No  definite  rules  can 
be  given  for  apportionment  of  costs,  as  conditions  in  individual  cases  are  to  be 
considered,  but  the  writer  aims  to  present  the  "mechanical"  procedure  by  which 
the  Wisconsin  Commission  has  determined  rates  for  gas  and  electric  utilities  in 
a  number  of  rate  making  cases. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Valuation  of  Railway  Property  for  Purposes  of  Rate  Regula- 
tion, by  Pierce  Butler.  Journal  of  Political  Economy,  17  pages. 
January,  1915,  p.  17. 

The  valuation  of  railway  properties,  the  basis  for  such  valuation,  the  use  to  be 
made  of  the  data  compiled,  and  the  effect  of  the  valuation  and  possible  subsequent 
regulation  upon  railroad  securities  and  upon  railway  service  in  this  country  are 
among  the  subjects  discussed  in  this  article.  Stated  in  brief  the  conclusions  are 
as  follows: 

"First,  as  a  practical  matter  rates  cannot  be  made  or  based  upon  value.  Value 
of  the  property  is  an  essential  fact  in  rate  cases  involving  the  question  of  con- 
fiscation, but  a  rate  only  high  enough  to  be  non-confiscatory  may  be  much 
below  what  is  reasonable.  The  same  principles  govern  valuation  of  railroad 
property  for  the  purposes  of  rate  regulation  as  apply  in  the  case  of  condemnation 
of  private  property  for  public  use;  and  the  same  constitutional  provisions  which 
prohibit  the  condemnation  of  private  property  for  public  use  without  just 
compensation  prohibit  the  taking  of  the  use  of  the  property  by  imposing  rates 
that  are  imreasonably  low  and  confiscatory.  In  both  cases  all  values  and 
elements  of  value  must  be  included.  'Reasonable  value'  means  value,  and  'just 
compensation'  means  real,  substantial,  full,  and  ample  compensation.  Second, 
it  has  been  the  frequency  of  confiscation  cases  in  which  the  value  of  the  property 
has  been  an  important  test  that  has  given  rise  to  superficial  opinion  that  rates 
are  based  upon  value.  Third,  there  is  no  foundation  for  the  suggestion  that 
there  exists  between  the  public  and  each  railroad  carrier  the  relation  of  prin- 
cipal and  agent,  or  beneficiary  and  trustee.  It  is  settled  by  repeated  decisions 
of  the  Supreme  Court  of  the  United  States  that  railroads  are  the  private  prop- 
erty of  their  owners,  subject  to  regulation  that  charges  shall  not  be  excessive  or 
unequal.  Fourth,  a  proper  valuation  of  the  railroads  such  as  that  authorized 
by  the  federal  valuation  act,  will  furnish  a  guide  to  ascertain  the  reasonableness 
of  the  general  level  of  rates  in  broad  areas  and  to  support  readjustments  thereof. 
Railroad  rates  ought  not  to  be  reduced  as  low  as  possible  without  confiscation; 
in  fact  many  considerations  suggest  the  wisdom  of  allowing  railway  carriers 
liberal  and  generous  rates.  The  rate  of  return  is  definitely  involved  in  con- 
fiscation cases  and  is  related  to  rate  regulation.  New  capital  will  not  seek 
railroad  investment  if  prohibited  from  earning  as  much  as  is  paid  in  other 
large  investments  where  the  risk  is  no  greater.  Prospects  of  increasing  returns 
and  of  rise  in  the  market  value  of  railroad  securities  formerly  attracted  capital 
to  railroads,  but  conditions  lately  have  not  encouraged  such  investments." 

315.4 — Franchise  Value 

Reargument  on  the  New  Jersey  90-cent  Gas  Rate.     The  Gas  Age, 

3  pages.  February  15,  1915,  p.  169. 

Abstracts  are  given  of  the  cities'  petition  for  a  rehearing  of  the  decision  of  the  Court 
of  Errors  and  Appeals  in  the  Passaic  Gas  Case  [6  Rate  Research  180],  and  of  the 
brief  submitted  by  the  Public  Service  Gas  Company. 
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380— Taxation. 

Valuation  of  Railway  Property  for  Purposes  of  Taxation,  by  T. 
S.  Adams.  16  pages.  Journal  of  Political  Economy,  January,  1915, 
p.  1. 

In  this  article,  T.  S.  Adams,  of  the  Wisconsin  Tax  Commission,  discusses  some  of 
the  larger  aspects  of  the  valuation  of  railway  property  for  purposes  of  taxation, 
from  the  standpoint  of  Wisconsin  practice  and  experience. 


MUNICIPALITIES 


800 — Municipalities. 

The  Design  and  Operation  of  the  Cleveland  Municipal  Electric 
Light  Plant,  by  Frederick  W.  Ballard.  8  pages.  Journal  of  the 
A.S.M.  E.     February,  1915,  p.  102. 

An  abstract  of  the  paper  presented  at  the  annual  meeting  of  the  society  in  Decem- 
ber, 1914,  is  given,  together  with  abstracts  of  the  discvission  which  followed  the 
reading  of  the  paper. 


GENERAL 

900— General. 

Wanderings  in  Altruria,  Weber's  Weekly,  February  13,  1915. 

The  impracticability  of  certain  reforms  recently  urged  by  President  Wilson  and 
others  is  discussed.  The  writer  cites  the  statement  of  Henry  Ford  to  the  effect 
that  his  company,  with  a  capital  stock  of  $2,000,000,  did  a  business  of  nearly 
$90,000,000  a  year,  with  yearly  profits  of  about  $28,000,000,  and  says: 

"Observe  the  ratio  of  profit  to  'necessary  investment.'  If  Mr.  Ford's  estab- 
lishment were  to  be  placed  under  control  of  the  government  and  regulated 
according  to  the  formula  applied  to  railroads,  he  would  not  be  permitted  to  earn 
more  than  about  six  per  cent  after  having  paid  the  competitive  price  for  labor. 
That  is  to  say,  the  Interstate  Commerce  Commission  requires  railroads  to  buy 
everything  which  they  consume  at  the  lowest  possible  price,  and  to  hire  labor 
without  regard  to  whether  the  employe  received  enough  whereon  to  raise  a 
family  and  buy  a  home,  or  not.  And,  having  done  this,  the  railroad  is  permitted 
to  earn  for  capital  six  per  cent  on  its  necessary  investment.  Under  President 
Wilson's  Commerce  Commission  as  it  exists,  or  may  be  amplified,  it  may  become 
possible  that  the  Ford  establishment  will  be  brought  under  the  same  regulation 
that  is  now  being  enforced  against  railroads.  When  that  time  comes,  Mr. 
Ford  will  have  nothing  but  six  per  cent  upon  his  necessary  investment  where- 
from  to  make  bestowals  upon  his  workmen.  And,  too,  the  workmen  will  have 
to  be  paid  only  the  competitive  wage  rate."     .     .     . 
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910 — Promotion  and  Growth  of  Business. 

Electric  Light — A  Factor  in  Civilization,  by  S.  E.  Doane.  12 
pages,  Journal  of  the  Western  Society  of  Engineers.     January,  1915,  p.  2. 

The  statement  is  made  that  within  the  last  twenty  years  the  total  cost  of  producing 
electric  light  has  been  reduced  to  less  than  one-tenth  of  its  former  value,  and  that 
the  incandescent  lamp  is  responsible  for  a  material  part  of  this  saving,  the  econ- 
omies in  production  of  electrical  energj-  making  up  the  balance.  With  the  improve- 
ments in  lamps  and  systems  of  distribution  great  progress  has  been  made  in  extend- 
ing the  use  of  electricity,  but  the  writer  contends  that  the  problems  must  be  met 
that  will  make  it  possible  to  extend  the  use  of  electricity  for  lighting  to  the  smallest 
tenements  in  our  cities.  There  still  remains  "a  field  for  illuminating  service 
which,  taken  in  the  aggregate,  would  compare  not  unfavorably  with  the  total 
existing  electric  lighting  business." 


COURT   DECISION  REFERENCES. 


243.6— Penalties, 

Wadley  Southern  Railway  Company  v.  State  of  Georgia,  Review- 
ing a  Judgment  of  the  Courts  Enforcing  a  Penalty  Imposed  by  Statute 
Upon  the  Railway  Company  for  Its  ^'iolation  of  Administrative  Orders 
of  the  State  Railroad  Commission.  Decision  of  the  United  States 
Supreme  Court,  Affirming  the  Decision  of  the  State  Courts.  January 
11,  1915,  35  Supreme  Court  214. 

The  Commission  issued  an  order  requiring  the  company  to  change  certain  of  its 
practices  which  were  found  to  be  imjustly  discriminatory.  The  company  notified 
the  Commission  that  it  would  decline  to  comply  with  the  order,  and  some  time 
later  a  penalty  suit  was  brought  against  the  carrier  by  the  state.  The  Superior 
Court  of  Jefferson  County  imposed  a  fine  upon  the  company  and  this  judgment  was 
affirmed  by  the  Supreme  Court  of  the  State  of  Georgia.  The  case  was  then 
appealed  to  the  United  States  Supreme  Court.  In  this  decision  the  court  cites  a 
number  of  cases  dealing  with  the  enforcing  of  penalties  for  non-compliance  with 
orders  of  state  commissions  similar  to  the  Georgia  Railroad  Commission,  and 
the  court  says: 

"In  the  light  of  this  unbroken  line  of  authorities,  therefore,  a  statute  like  the 
one  here  involved  (under  which  penalties  of  $5,0C)0  a  day  could  be  imposed  for 
violating  orders  of  the  commission),  would  be  void  if  access  to  the  courts  to  test 
the  constitutional  validity  of  the  requirement  was  denied;  or,  if  the  right  of 
review  actually  given  was  one  of  which  the  carrier  could  not  safely  avail 
itself.     .     .     . 

"But,  where,  as  here,  after  reasonable  notice  of  the  making  of  the  order,  the 
carrier  failed  to  resort  to  the  safe,  adequate,  and  available  remedy  by  which  it 
could  test  in  the  courts  its  validity,  and  preferred  to  make  its  defense  by 
attacking  the  validity  of  the  order  when  sued  for  the  penalty,  it  is  subject  to 
the  penalty  when  that  defense,  as  here,  proved  to  be  unsuccessful." 
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RATES 

FAMOUS  RATE  PAPERS— No.  6 

EFFECT  OF  WIDTH  OF  MAXIMUM  DEMAND  ON 

RATE  MAKING. 

By  Louis  A.  Ferguson.  Paper  read  at  the  Twenty-Seventh  Annual 
Meeting  of  the  Association  of  Edison  Illuminating  Companies,  Spring 
Lake,  New  Jersey,  September  19  to  21,  1911.  (Begun  in  6  Rate 
Research  323). 

(Note — Paragraph  headings  are  not  in  original) 

521.1— Width 

"Where  more  than  one  instrument  is  required  to  determine  a  particu- 
lar customer's  peak  load,  the  labor  involved  in  computing  the  maxi- 
mum is  quite  an  item,  as  the  output  of  all  the  meters  for  the  intervals 
on  which  the  contract  is  based,  must  be  added  together  to  obtain  the 
co-incident  maximum  demand.  If  a  5-minute  interval  were  used, 
the  labor  in  computmg  the  maximum  would  be  practically  12  times 
as  great  as  for  the  one  hour.  The  longer  interval  is,  of  course,  more 
favorable  to  the  consumer  with  the  intermittent  load,  as  it  does  not 
penalize  him  for  the  short  peaks.  This  feature  appeals  to  the  con- 
sumer as  the  primary  or  maximum  demand  charge  is  usually  the 
least  intelligible  to  him,  and  the  shorter  the  interval,  the  harder  it 
is  for  him  to  understand.  He  reahzes  that  the  total  kilowatt  hours 
used  bear  some  direct  relation  to  the  amount  of  work  done,  but  the 
maximum  demand,  particularly  if  it  be  an  instantaneous  or  very 
short  interval  demand,  is  not  so  well  understood. 

'Tn  order  to  determine  the  relation  between  the  one  hour  peak  and 
the  various  shorter  peaks,  some  accurate  observations,  most  of  them 
very  recent,  were  made  on  different  classes  of  consumers,  all  but  one 
of  which  are  in  or  near  Chicago,  and  are  given  in  Table  I. 

EDrroRiAL  Note. — All  indented  matter  is  direct  quotation. 
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Table  I. 

Per  cent,  of  one 
hour  maximum 

30  min.    15  min.     5  min. 

(1)  Large  street  railway  system 101.6  10-4.8       110. 

(2)  Electrical  steam  railway  terminal 117 

(3)  Interurban  railway 109 .  1 19 .  126 . 

(4)  Large  hotel 107 .  107 

(5)  Large  department  store 101.5  103.  110.5 

(6)  Government  building  (large) 103 .  104 . 5       109 . 

(7)  Piano  factory  (average  size) 102.5  107.  113. 

(8)  Grain  elevator  (average  size) 109.  113.  118. 

(9)  Large  stone  quarrv 101 .8  106.         112. 

(10)  Small  stone  quarry 105.  117.         128. 

(11)  12-story  office  building 109.  113.  133. 

(12)  19-story  office  building 108.  108.  138. 

"In  the  two  office  buildings,  the  maximum  demands  under  each  of 
the  three  different  intervals  include  only  the  elevator  and  general 
power  and  do  not  include  any  of  the  lighting.  An  inspection  of 
this  five-minute  power  load  curve  indicates  that  four  extraordinary 
peaks  at  9.20,  9.40,  12.40  and  3.50  caused  the  large  percentage  of 
difference  between  the  5-minute  and  the  30-minute  peak  on  the 
19-story  office  building.  Similarly  one  very  unusual  peak  at  8.30 
A.  M.  occurred  on  the  12-story  office  building. 

"An  analysis  of  the  data  on  the  large  department  store  given  in 
Table  I,  indicates  that  if  the  bills  for  a  year  had  been  rendered  on 
a  5-minute  peak,  the  maximum  demand  on  primary  charge  would 
have  been  8.1  per  cent,  greater  than  on  the  30-minute  peak  actually 
billed,  but  the  total  bills  for  the  year  would  have  been  only  3  per 
cent,  greater  on  the  5-minute  than  on  the  30-minute  peak. 

"The  difference  between  the  5-minute  and  30-minute  peak  on  the 
piano  factory  would  have  been  9  per  cent,  in  primary  charge  but 
only  3.8  per  cent,  in  the  total  charge.  On  the  grain  elevator  the 
difTerence  would  have  been  7.7  per  cent,  in  primary  and  3.9  per  cent, 
in  total  charge. 

"While  none  of  the  differences  in  the  three  cases  analyzed  or  in  most 
of  those  given  in  Table  I,  are  very  large,  they  show  conclusively  that 
the  width  of  peak  should  always  be  taken  into  account  in  establishing 
rates  for  electric  service.  In  other  words,  broadening  the  peak  is 
equivalent  to  lowering  the  price. 

"The  actual  result  on  price  of  a  given  broadening  of  peak  depends — 
First  on  the  amount  of  broadening,  that  is,  from  say  5  minutes  to  30 
minutes,  and,  secondly,  on  the  steadiness  or  imsteadiness  of  load. 

"The  percentage  difference  in  total  income  between  the  results 
obtained  from  5-minute  and  30-minute  intervals,  is  relatively  small 
and  it  is  much  better  to  take  care  of  a  small  difference  of  this  kind 


6  Rate     Research  341 


by  a  slight  adjustment  in  making  the  original  primary  rates,  than 
to  have  any  possibility  of  the  most  important  customers  feeling  that 
the  method  used  is  not  accurate  enough  and  not  fair  to  them  in  all 
cases.  As  an  illustration,  assume  that  there  is  5  per  cent,  difference 
in  total  bill  between  the  5-minute  and  the  30-minute  method.  The 
power  company  should  not  feel  that  it  is  giving  away  this  difference 
by  using  the  30-minute  readings.  In  making  up  a  schedule  of  rates 
this  5  per  cent,  should  be  taken  into  consideration  by  making  the 
primary  enough  higher  to  compensate  for  this  difference. 

622 — Diversity  Factor. 

"Some  consideration  of  the  size  of  the  consumer  and  the  question 
of  diversity  factor  will  be  worth  while  in  a  study  of  the  relative 
merits  of  long  and  short  intervals,  and  as  to  whether  to  use  one  reading 
or  the  average  of  several  readings.  With  either  lighting  or  power, 
but  especially  with  power,  the  more  intermittent  the  load  and  the 
smaller  the  consumer,  the  greater  will  be  the  diversity  factor. 

"In  order  to  ascertain  the  present  practice  and  apparent  tendency 
in  this  matter,  information  was  secured  from  the  companies  operating 
in  the  larger  cities  and  which  is  given  in  Table  II. 

521.1— Width. 

Table  II. 

"Width  of  peak  used  in  different  cities  in  determining  maximum 
demand  charge: 

General  Light      Railway 
and  Power         Power 

Buffalo,  New  York 2  Min 

*Spokane,  Washington 5  Min. 

New  York,  New  York 5  to  10  Min 

Cleveland,  Ohio 15  Min 

Los  Angeles,  Calif oi-nia 15  Min 

Milwaukee,  Wisconsin 15  Min.  15  Min, 

*Minneapolis,  Minnesota 15  Min 

*Rochester,  New  York 15  Min 

St.  Louis,  Missouri 15  Min.  30  Min. 

*Boston,  Massachusetts 30  Min.  60  Min. 

♦Brooklyn,  New  York 30  Min 

*Chicago,  Illinois 30  Min.  60  Min. 

Kansas  City,  Missouri 30  Min.  60  Min. 

Detroit,  Michigan 60  Min.  60  Min. 

Philadelphia,  Pennsylvania 60  Min. 

"The  member  companies  in  cities  marked  thus  *  use  Wright  demand 
indicators  for  part  or  all  of  their  D.  C.  consumers,  but  not  for  A.  C. 

consumers.     Those  marked  thus in  one  or  the  other  column 

use  either  non-instrumental  methods  for  determining  the  maximum 
demand;  sell  on  a  straight  kilowatt-hour  basis;  or  else  sell  no  power 
for  railway  purposes  of  any  kind. 
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"In  some  cases  a  company  has  used  different  intervals  at  different 
times,  but  those  given  in  Table  II  are  those  reported  by  them  to  the 
writer  as  being  used  in  their  latest  contracts  for  power  or  wholesale 
light  and  power. 

"Only  two  of  the  companies  in  the  fifteen  of  the  larger  cities  of  the 
country  given  in  Table  II  use  an  interval  of  less  than  15  minutes  for 
general  light  and  power;  6  companies  use  15  minutes;  4  use  30 
minutes  and  1  uses  60  minutes.  The  writer  believes  that  for  the  sale 
of  general  light  power  an  interval  of  5  minutes  or  less  is  unwise; 
also  that  a  30-minute  interval  is  slightly  better  than  a  15-minute 
interval  and  summarizes  his  reasons  as  follows: 

"1.  Short  interval  readings  either  introduce  greater  percentage  of 
error  in  the  maximum  demand  or  added  complications  and  difficulty 
in  metering. 

"2.  Short  interval  readings  are  not  necessary  on  a  large  consumer, 
because  his  load  is  usually  made  up  of  large  number  of  units  and 
therefore  load  is  more  uniform,  or  to  express  it  differently,  the  ratio 
of  5  minutes  to  1  ;2  hour  maxima  is  small. 


"3.  The  existence  of  a  very  high  or  large  diversity  factor  between 
the  small  consumers  and  also  between  the  consumers  who  use  their 
power  intermittently  reduces  the  necessity  for  a  short  interval  maxi- 
mum for  these  small  or  medium  sized  consumers. 

"4.  The  use  of  short  and  frequent  intervals  requires  much  more  work 
to  figure  and  is  no  inconsiderable  item  when  it  is  considered  that  there 
is  usually  a  subtraction  of  readings  in  one  form  or  another  and  multi- 
plication by  a  constant. 

"5.  The  practicability  of  offsetting  the  slight  apparent  concession 
of  using  a  longer  interval  or  average  of  more  than  one  maximum  by 
a  slightly  higher  primary  rate  of  charge  per  kw.  eliminates  the  neces- 
sity for  use  of  short  intervals. 

"6.  The  use  of  a  long  interval,  say  30  minutes,  as  against  5  minutes, 
makes  only  a  very  slight  difference  in  income,  which  may  easily  be 
allowed  for  in  ratemakmg,  and  promotes  much  better  relations  with 
the  consumer  who  can  never  understand  why  he  should  be  penalized 
for  an  occasional  or  accidental  demand  which  lasts  only  a  few  mo- 
ments. 

"The  writer  desires  that  in  advocating  the  use  of  a  maximum  of  mod- 
erate length  with  a  compensated  primary  charge  his  position  should 
not  be  construed  as  relinquishing  the  advantage  to  the  supply  com- 
pany of  the  diversity  factor  of  its  various  consumers,  but  rather  the 
opposite,  as  stated  in  a  former  paper,  m  which  he  has  said :  'The  divers- 
ity factor  is  the  very  foundation  rock  of  centralized  energy  supply. 
It  is  the  birthright  of  the  Central  Station,  the  fundamental  basis  of 
its  existence,  and  its  resultant  value  belongs  to  the  Central  Station 
Company." 
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COMMISSION  DECISIONS 

NEW  JERSEY 

300 — Investment  and  Return. 

Complaint  of  Sigmond  Unger  Against  the  Acquackanonk  Water 
Company,  Alleging  That  the  Company's  Rates  are  Unreasonable. 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Dismissing  the  Complaint.     December  7,  1914. 

The  complaint  alleges  that  the  company's  rates  for  water  service  are 
mireasonable  and  states  in  proof  of  this  allegation  that  the  company 
voluntarily  offered  a  contract  to  the  city  to  supply  water  at  lower  rates 
than  the  now  existing  rates.  The  offer  was  made  more  than  six  years 
ago  and  was  not  accepted  by  the  City.  The  Board  finds  that  the  evi- 
dence of  this  offer  cannot  suffice  to  support  the  evidence  that  the  now 
existing  rate  is  unjust  and  unreasonable.     The  Board  says: 

"It  must  be  borne  in  mind  that  a  public  utility  moved  by  other 
and  counterbalancing  considerations  may  in  a  given  case  voluntarily 
offer  a  rate  to  a  municipality,  lower  than  the  'just  and  reasonable' 
rate  which  under  statute  this  Board  may  fix. 

"The  Board  may  only  take  into  consideration  the  justice  and  reason- 
ableness of  the  rate.  The  company  may  take  into  account  other 
considerations  including  those  of  immediate  expediency.     .     .     . 

331.3 — Market  Value  of  Stocks  and  Bonds. 

"The  complainant  contends  that  during  recent  years  the  company 
has  declared  dividends  on  its  capital  stock  at  an  exceptionally  high 
rate;  that  this  establishes  that  the  returns  to  the  company  afforded 
by  its  existing  rates  are  exorbitant,  and  that  the  rates  are  unjust 
and  unreasonable.  This  contention  must  have  its  foundation  in 
the  proposition  that  the  par  value  of  the  aggregate  of  the  securities 
of  a  public  utility  company  is  the  base  upon  which  the  company  is 
entitled  to  earn.  From  this  it  would  follow  that  a  rate  that  will 
afford  a  fair  return  upon  the  par  value  of  the  aggregate  of  such 
securities  is  just  and  reasonable,  and  that  a  rate  which  affords 
more  than  a  fair  return  thereon  is  unjust  and  unreasonable. 

"To  this  proposition  this  Board  cannot  assent.  The  par  value 
and  market  value  of  the  aggregate  of  outstanding  securities  of  a 
public  utility  are  elements  that  may  be  taken  into  consideration 
in  determining  whether  an  existing  rate  is  or  is  not  just  and  reason- 
able. They  are  not,  however,  controlling  or  determining  factors. 
Whether  an  existing  rate  is  or  is  not  just  and  reasonable  is  to  be 
determined  where  conditions  are  normal,  by  reference  to  the  return 
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admitted  thereby  upon  the  'fair  value'  of  the  property  reasonably 
employed  in  the  public  service  when  operated  with  reasonable 
economy  and  efficiency. 

"The  par  or  market  value  of  outstanding  capital  securities  is  some- 
times less,  and  more  often  greater,  that  the  'fair  value'  of  the  property 
reasonably  employed  in  the  public  service.  If  it  cannot  be  success- 
fully contended  that  the  par  or  market  value  of  outstanding  capital 
securities  when  such  value  exceeds  the  'fair  value'  of  the  property 
reasonably  devoted  to  the  public  use  must  be  accepted  as  the  base 
upon  which  the  company  is  entitled  to  earn,  it  logically  follows  that 
it  cannot  be  successfully  contended  that  such  value  of  capital  secur- 
ities, when  less  than  the  'fair  value'  of  such  property  nmst  be  ac- 
cepted as  the  measure  of  the  company's  right  to  earn.  Further 
than  this,  the  record  in  this  proceeding  indicates  that  for  many 
years  no  dividends  were  declared  on  the  stock  of  the  company. 
When  the  total  number  of  years  the  stock  has  been  outstanding  is 
divided  into  the  aggregate  amount  of  the  dividends  paid,  it  does 
not  appear  that  the  average  rate  has  been  exceptionally  high.  The 
size  of  a  dividend,  paid  by  a  public  utility  cannot  control  a  rate 
making  body  in  determining  the  reasonableness  of  the  utility's  rate. 

346— Efficiency  of  Operation. 

Whether  after  a  company  has  met  the  expenses  of  operation,  paid 
its'  fixed  charges,  and  reasonably  provided  for  depreciation,  there 
is  anything  left  for  division  among  its  stockholders,  depends  on  the 
economy  and  efficiency  of  its  operation,  the  amount  of  its  fixed 
charges  and  the  amount  of  its  rate.  Fixed  charges  may  be  reason- 
able, the  volume  of  business  what  might  be  reasonably  expected 
in  the  territory  supplied,  the  rate  reasonable,  as  judged  by  the  recog- 
nized rules  that  determine  the  reasonableness  of  rates,  and  a  utility 
having  nothing  left  with  which  to  pay  a  dividend  on  its  stock.  Another 
utility,  operating  under  identical  conditions,  may,  owing  to  superior 
efficiency  and  economy  of  management,  have  a  surplus  available 
for  dividend  distribution,  but  the  amount  of  its  capital  stock  may 
be  so  great  that  the  per  cent  of  the  dividend  would  be  very  small. 
Still  another  utility  working  under  the  same  conditions  may  have 
a  much  smaller  capital  stock  on  which  to  declare  a  dividend  from  a 
surplus  equal  to  that  accumulated  in  the  second  instance  cited  and 
the  dividend  rate  would  be  very  large.  If  the  theory  by  which  the 
complainant  suggests  the  reasonableness  of  the  rates  of  the  respondent 
should  be  judged  were  adopted  and  carried  to  its  logical  conclusion, 
the  utility  first  referred  to  above  because  it  paid  no  dividend  should 
have  its  rate  increased ;  the  second  utility,  because  it  paid  a  dividend 
which  was  very  small  might  have  its  rate  increased,  but  not  so  much 
as  would  be  allowed  the  first;  while  the  third  utility  because  it  paid 
a  high  dividend  should  have  its  rates  decreased.  It  is  evident  from 
this  that  any  attempt  to  carry  into  effect  a  rate  making  theory  such 
as  the  complainant  suggests  would  lead  to  absurdities.     The  rule 
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adopted  by  this  Board  in  judging  the  reasonableness  of  a  rate  pre- 
cludes the  giving  to  the  capitalization  of  the  company  controlling 
and  determining  force."     .     .     . 

311 — Basis  of  Valuation. 

The  complainant  submitted  a  valuation  of  the  company's  property 
made  on  behalf  of  the  State  Water  Supply  Commission.  Of  this  valu- 
ation the  Board  says: 

"They  were  made  with  a  view  to  purchase  of  the  properties  by  the 
State  Commission  and  to  sale  thereof  by  the  company,  or  failing 
that  to  an  acquisition  thereof  by  the  State  Commission  through 
the  exercise  of  the  power  of  eminent  domain. 

"These  appraisements,  therefore,  take  into  account  elements  which, 
while  proper  in  a  case  in  which  a  company  is  voluntarily  to  part 
with  its  property  by  sale,  or  be  compelled  to  transfer  the  same  by 
force  of  the  State's  power  of  eminent  domain,  should  not  be  taken 
into  account  in  a  proceeding  in  which  the  State's  power  to  regulate 
the  rates  of  the  company  alone  is  involved. 

"To  illustrate:  The  attached  business  and  the  franchises  may 
be  valued  and  taken  into  account  in  fixing  the  price  to  be  paid  where 
a  purchase  is  contemplated.  Neither  of  these  items  (except  to  the 
extent  of  the  actual  cost  of  development  and  the  actual  cost  of  pro- 
curing the  franchises)  should  be  valued  and  allowed  in  the  base, 
where  the  fixing  of  a  rate  under  the  State's  power  of  reguLtion 
is  in  view."     ... 

After  reviewing  the  facts  submitted  in  the  case  the  Board  finds  that 
there  is  not  sufficient  evidence  to  prove  that  the  present  rates  are 
unreasonable. 

The  statute,  however,  confers  upon  the  Board  the  power  to  proceed 
upon  its  own  initiative.  The  Board  concludes  that  the  facts  in  this 
case  do  not  warrant  the  exercise  of  its  powers.  The  following  are  the 
main  reasons  given  for  this  conclusion: 

In  pursuance  of  the  policy  adopted  by  the  State,  of  conservation  of  the. 
sources  of  water  supply,  a  valuation  has  been  made  by  the  State  Water 
Supply  Commission  preparatory  to  the  purchase  of  the  properties 
involved. 

"Thr-  valuation  made  by  the  State  Commission  does  not  indicate, 
prima  facie,  that  the  existing  rates  are  so  unjust  and  unreasonable 
as  to  demand  their  adjustment  during  the  pendency  of  the  negocia- 
tions  now  under  consideration  for  the  acquiring  of  the  properties  by 
State  Commission."     *     *     * 

In  discussing  further  the  advisability  of  the  Board  making  an  invest- 
tigation  on  its  own  motion  the  Board  says: 

"The  funds  provided  for  the  Board's  use  are  necessarily  limited. 
It  is  physically  and  financially  impossible  for  the  Board  to  conduct 
concurrent  investigations  on  its  own  initiative  of  the  rate  schedules 
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of  many  utilities.  Some  selection  must,  of  necessity,  be  made.  This 
selection  should  depend  on  the  existence  of  what  appear,  "prima 
facie,  to  be  unjust  and  unreasonable  rates.  Where  prima  facie  rates 
appear  to  be  unreasonable,  the  Board  has  made  and  will,  as  expedi- 
tiously as  physical  and  financial  limitations  admit,  make  investiga- 
tion and  determination;  inaugurating  such  investigations  in  the 
order  of  their  importance. 

"Where  a  municipality  believes  that  a  rate  schedule  is  unreasonable, 
which  does  not  fall  within  the  schedules  which  the  Board,  on  its  own 
motion,  because  of  prima  facie  unreasonableness,  has  planned  to 
investigate  the  evidence  to  substantiate  prityia  facie  the  claim  of  the 
injustice  and  unreasonableness  of  the  existing  schedule  should  be 
supplied  by  the  municipality. 

"This  course  is  made  necessary  because  there  must  be  some  limita- 
tion to  the  sum  which  the  State  can  expend  in  any  one  year  in  rate 
investigations.  The  Board  stands  ready,  as  it  is  in  duty  bound  to 
do,  to  hear  any  and  all  complaints  brought  before  it.  It  is,  and  has, 
at  all  times  been  willing  to  give,  through  its  employes,  such  assistance 
to  parties  before  it,  as  is  reasonable  and  practicable,  in  the  effort 
to  further  and  to  reach  a  just  result. 

"When,  however,  a  complaint  brought  by  an  individual  challenges 
the  justice  and  reasonableness  of  a  rate  schedule  in  its  general  applica- 
tion to  the  people  of  a  community  and  when  the  schedule  so  chal- 
lenged does  not  appear,  prima  facie  to  be  unreasonable,  efficient 
administration  of  the  powers  conferred  upon  it  and  of  the  State's 
funds  entrusted  to  it,  requires  that  before  the  Board  proceeds  to  con- 
duct on  its  o\\T.i  motion  an  expensive  inquiry,  the  complainant  should 
so  support  his  challenge  as  to  raise  a  fair  presumption  that  the  public 
interest  requires  immediate  action  by  this  Board. 

"This  the  complainant  in  this  proceeding  has  failed  to  do. 

"The  complaint  therefore  in  so  far  as  it  attacks  existing  rates  will 
be  dismissed,  but  without  prejudice." 

540 — Minimvun  Charge. 

In  regard  to  the  company's  minimum  charge  the  Board  sa>s: 

"The  claim  of  the  complainant  that  the  minimum  charge  should  be 
abolished  will  not  be  allowed.  The  principle  of  a  minimum  charge 
by  a  public  utility  has  heretofore  been  approved  by  this  Board.  It  is 
uniformly  recognized  by  other  Commissions  with  powers  similar  to 
those  of  this  Board,  and  has  judicial  approval.  (Gould  vs.  Edison 
Electric  Illuminating  Co.,  60  N.  Y.  S.  559  State  ex  rel.  Weise  vs.  The 
Sedalia  Gas  Light  Co.,  34  Mo.,  App.  501) .    .    . 

"Where,  as  always  must  be  the  case  outside  of  rural  districts,  a  large 
number  of  people  in  a  community  are  supplied  with  water  from  a 
common  source,  distributed  through  mains  and  pipes  running  for 
long  distances  from  this  source,  a  very  material  in^'estment  for  plant 
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and  equipment  is  necessary  before  any  water  is  delivered.  The  in- 
terest charges  on  this  investment  must  be  met.  In  order  that  the 
plant  may  be  maintained  in  condition  for  efficient  operation,  money 
must  be  spent  to  guard  against  depreciation.  Such  expenses  as  are 
necessary  in  order  that  the  utility  shall  be  ready  at  all  times  to  serve 
the  people  of  a  community,  should  be,  as  far  as  practicable,  dis- 
tributed among  all  the  takers  of  the  service  and  the  charge  to  each 
taker  cannot  be  governed  exclusively  by  the  quantity  of  water  used. 
"The  equity  of  this  would  be  clearly  apparent  if  one-half  the  residents 
of  a  community  depended  exclusively  for  a  supply  of  water  on  delivery 
by  a  pul^lic  utility,  and  the  other  half  depended  on  some  other  source 
of  supply,  which  source  would  not  be  available  for  one  month  during 
the  year. 

"To  guard  against  the  interruption  of  service  all  the  people  of  the 
community,  it  may  be  assumed,  would  have  their  homes  connected 
to  the  mains  of  the  utility,  and  during  the  period  of  interruption  to 
the  other  supply,  would  be  served  by  it.  Under  such  conditions  the 
plant  and  equipment  of  the  utility  to  meet  the  demands  of  those 
ser\ed  for  a  single  month,  would  necessarily  be  double  that  which 
would  l)e  required  to  supply  those  served  continuously. 

"Clearly,  it  would  be  inequitable  in  such  a  case  to  render  bills  monthly 
to  all  consumers  with  the  rate  so  fixed  that  no  monthly  bill  would 
contain  more  than  one-tweKth  of  the  annual  cost  of  maintaining  the 
plant  in  readiness  to  supply  sernce  to  all.  In  such  event,  the  users 
throughout  the  year  would  pay  eleven-twelfths  of  the  cost  of  main- 
taining the  plant  and  equipment,  while  the  users  for  one  month 
would  pay  but  one-twelfth  the  cost  of  maintenance  and  but  one- 
sixth  the  cost  of  the  maintenance  of  that  part  of  the  plan  kept  ex- 
clusively for  their  benefit. 

"A  condition  invoking  this  principle  exists  at  a  summer  resort  where 
a  utility  maintains  throughout  the  year  facilities  enabling  it  to  supply 
sernce  during  a  few  months,  to  a  population  several  times  as  large 
as  that  served  during  the  remaining  months." 


WISCONSIN 


129.3— Refusal  of  Service. 

In  the  Matter  of  the  Alleged  Refusal  of  the  Bloomer  Electric 
Light  axd  Powtr  Company  to  Reinstate  Power  Service  for  L.  P. 
Martiny.  Decision  of  the  Wisconsin  Railroad  Commission,  Requir- 
ing the  Company  to  Furnish  the  Service,  January  23,  1915. 

The  transformer  for  consumer's  service  was  burned  out,  presumably  as 
a  result  of  an  electric  storm,  and  the  customer  has  since  been  without 
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electric  service.  The  company  insists  that  the  customer  should  bear 
the  cost  of  the  new  transformer  and  lightning  arresters.  The  Com- 
mission says: 

"It  is  the  duty  of  a  public  utihty  supplying  electricity  for  light  and 
power  to  provide  such  devices  as  are  necessary  for  the  reasonable 
protection  of  its  customers  and  the  public.  In  Columbus  R.  Co.  v. 
Kitchens,  83  S.  E.  529,  the  Supreme  Court  of  Georgia  holds  in  sub- 
stance that  where  an  electric  light  company  maintains  overhead 
wires  from  its  plant  to  a  residence  of  one  of  its  patrons  for  the  purpose 
of  supplying  light  to  the  house,  the  company  is  under  duty  to  employ 
such  approved  apparatus  in  general  use  as  will  be  reasonably  neces- 
sary to  prevent  injury  to  the  house  or  persons  or  property  therein, 
arising  from  electricity  which  may  be  engendered  by  a  thunder 
storm  and  strike  the  wires  and  be  conducted  thereby  into  the  resi- 
dence. The  same  court,  in  an  earlier  decision,  Heidt  v.  Southern 
Telephone  Co.    122  Ga.  474,  used  the  following  language: 

"  'Persons  or  companies  operating  telephone  and  electric  light 
systems  for  the  transmission  of  electricity  upon  and  over  public 
highways  owe  to  the  public  the  duty  of  properly  constructing  and 
maintainmg  their  respective  wires  and  poles.  They  are  bound  to 
provide  such  safeguards  against  danger  as  are  best  known  and  most 
extensively  used,  and  all  necessary  protection  must  be  afforded  to 
avoid  casualties  which  may  be  reasonably  expected.' 

"In  Wisconsin  this  duty  does  not  extend  to  apparatus  which  is 
situated  on  the  premises  of  the  consumer,  since  Section  1797m — 90 
of  the  Statutes  exempts  utilities  from  the  requirement  of  installing 
on  consumers'  premises  any  part  of  the  facilities  incident  to  service, 
except  meters  and  appliances  for  purposes  of  measurement. 

"The  language  of  the  Statute  is  as  follows: 

"  'It  shall  be  unlawful  for  any  public  utility  to  demand,  charge, 
collect  or  receive  from  any  person,  firm  or  corporation  less  compen- 
sation for  any  service  rendered  or  to  be  rendered  by  said  public 
utility  in  consideration  of  the  furnishing  by  said  person,  firm  or 
corporation  of  any  part  of  the  facilities  incident  thereto;  provided 
nothing  herein  shall  be  construed  as  prohibiting  any  public  utiUty 
from  renting  any  facilities  incident  to  the  production,  transmission, 
delivery  or  furnishing  of  heat,  light,  water  or  power,  or  the  convey- 
ance of  telephone  messages  and  paying  a  reasonable  rental  therefor, 
or  as  requirmg  any  public  utility  to  furnish  any  part  of  such  appli- 
ances which  are  situated  in  and  upon  the  premises  of  any  consumer 
or  user,  except  telephone  station  equipment  upon  the  subscriber's 
premises,  and  unless  otherwise  ordered  by  the  Commission,  meters 
and  appliances  for  measurements  of  any  product  or  service.' 

"In  the  present  case  the  transformer  is  not  located  on  the  premises 
of  the  consumer  and  it  is  the  usual  practice  to  install  a  lightning 
arrester  on  the  same  pole  as  the  transformer.  Such  installations 
are  necessary  for  the  reasonable  protection  of  the  consumer  and  his 


6  Rate     Research  349 


property  from  electric  storms  and  from  the  current  carried  by  the 
high  voltage  transmission  line.  Had  the  lightning  arresters  been 
installed  when  the  line  was  originally  constructed,  it  is  probable  that 
the  transformer  would  not  have  been  burned  out.  Under  such  cir- 
cumstances, it  is  unreasonable  to  require  the  consumer  to  bear  the 
expense  of  installing  a  new  transformer  and  the  necessary  lightning 
arresters.  Such  devices  should  be  furnished  by  the  utility  and 
maintained  by  it." 


OHIO 


132 — Protection  from  Competition. 

Application  of  the  Middlefield  Telephone  Company  for  a  Certifi- 
cate of  Convenience  and  Necessity.  Opinion  of  the  Attorney  for  the 
Ohio  Public  Utilities  Commission,  Fmding  That  There  is  No  Merit 
in  the  Application,  November  18,  1914. 

The  Burton  Telephone  Company  was  established  and  furnishing  tele- 
phone service  in  the  territory  sought  to  be  entered  by  the  applicant 
company.  The  applicant  alleges  that  if  it  is  allowed  to  enter  the  field 
it  will  furnish  more  efficient  and  better  telephone  service  than  it  is 
possible  to  obtain  from  any  telephone  company  now  operating  in  the 
Village  of  Middlefield.  The  opinion  of  the  Attorney  for  the  Commission 
says: 

"The  petitioners  are  seeking  the  right  to  do  business  in  the  com- 
munity described  for  the  reason  that  public  convenience  and  neces- 
sity demand  a  new  telephone  company.  The  determination  of  the 
Commission  as  to  whether  it  will  grant  the  certificate  if  public  con- 
convenience  and  necessity  require  it,  is  necessarily  a  matter  of  dis- 
cretion,— not  an  arbitrary  discretion  but  a  discretion  enlightened 
and  guided  by  its  experience  in  the  affairs  of  telephone  companies, 
and  the  needs  of  the  people,  together  with  special  facts  brought 
before  it  in  each  particular  case  to  guide  it.  When  it  is  claimed  that 
an  existing  telephone  company  does  not  afford  the  necessary  facil- 
ities or  does  not  keep  the  facilities  in  good  repair,  the  Commission 
has  a  right  to  take  into  consideration  the  means  that  the  law  affords 
to  regulate  the  management  of  the  utility  and  to  correct  misman- 
agement and  enforce  the  providing  of  proper  service.  If  the  Burton 
Telephone  Company  does  not  keep  its  plant  in  proper  condition  for 
efficient  service  by  reason  of  the  fact  that  they  have  not  a  repair 
man  at  Middlefield  who  can  make  repairs  promptly  and  place  the 
line  in  working  order  innnediately,  and  keep  its  plant  in  proper 
condition  for  efficient  service,  it  can  be  compelled  to  do  so  by  a 
complaint  properly  filed  before  the  Commission.  This  allegation 
has  no  place  in  the  petition  and  should  be  stricken  out.     It  is  not 
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a  legal  reason  for  the  granting  of  another  telephone  company  the 
right  to  do  business." 

The  Applicant  further  alleges  that  the  present  company  does  not  have 
any  connection  with  other  telephone  companies  operating  in  adjoining 
territories,  but  decision  points  out  that  the  law  provides  a  remedy  for 
the  patrons  of  the  present  company  in  that  physical  connection  can  be 
required  upon  proper  application. 

132.2— Fair  Rates  and  Efficient  Service. 

The  Middlefield  Telephone  Company  also  states  that  their  service 
would  be  of  less  cost  to  the  telephone  patrons  of  the  community  as 
they  will  provide  free  exchange  of  messages. 

"The  fact  that  a  telephone  company  charges  exorbitant  rates  or  that 
the  new  telephone  company,  if  permitted  to  do  business,  will  de- 
crease rates  or  furnish  free  exchange,  will  not  justify  the  Commis- 
sion in  allowing  another  telephone  company  to  do  business.  The 
fact  that  the  Burton  Telephone  Company  made  an  increase  of  its 
charges  and  cancelled  all  free  exchange  of  messages,  as  averred,  may 
indicate  that  there  is  not  sufficient  business  in  this  community  to 
support  one  company  or  it  may  indicate  bad  management.  In  any 
event,  the  question  of  rates  can  be  taken  care  of  in  another  way, 
and  as  before  stated,  this  would  not  be  a  sufficient  legal  reason  to 
authorize  the  Commission  to  grant  a  certificate  of  public  necessity 
and  convenience  to  the  new  telephone  company.     .     .     . 

"Local  sentiment  aroused  by  the  alleged  misuse  or  abuse  by  a  tele- 
phone company  of  an  existing  franchise  offers  no  sufficient  reason 
for  the  granting  of  the  right  to  another  telephone  company  to  do 
business.  In  my  judgment,  before  the  Commission  would  be  legally 
justified  in  granting  a  certificate  of  public  necessity  and  convenience 
to  do  business  to  a  new  telephone  company  when  there  is  already 
another  telephone  company  doing  business  in  a  given  community 
it  should  be  shown  that  the  traffic  in  a  given  community,  is  so  great 
as  not  to  be  properly  cared  for  by  one  company  or  where  there  is 
traffic  sufficient  to  adequately  support  more  than  one  company. 
This  is  necessary  in  order  to  restrict  the  building  of  telephone  com- 
panies not  actually  needed  in  order  to  protect  the  existing  companies 
and  to  prevent  the  citizens  from  investing  in  alluring  but  profitless 
enterprises;  also  for  the  protection  of  subscribers  of  telephone  com- 
panies, as  to  have  tWo  telephone  companies  in  any  community  nat- 
urally increases  the  cost  of  telephones,  especially  to  business  men 
who  are  required  to  have  both  'phones  in  order  to  keep  in  touch 
with  all  the  people  of  a  given  community. 

'T  would  advise,  however,  that  a  hearing  be  had  by  the  Commission 
and  full  opportunity  be  given  the  Middlefield  Telephone  Company 
to  show  that  the  public  convenience  and  necessity  require  another 
telephone  company  in  the  community  mentioned.  Great  latitude 
can  be  allowecl  the  Middlefield  Telephone  Company  in  presenting 
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their  evidence  and  this  opinion  can  be  used  as  a  guide  in  the  offering 
of  evidence.  But,  in  my  judgment,  it  must  show  other  reasons  for 
the  granting  a  certificate  than  those  stated  in  the  appHcation.  If 
all  were  established,  there  would  not  be  sufficient  legal  reasons  for 
acting  favorably  upon  their  application." 


WISCONSIN 


781.5 — Inductive  Interference. 

Ebenezer  Telephone  Company  vs.  Milwaukee  Light,  Heat  and 
Traction  Company,  Alleging  That  the  Construction  of  Respondent's 
High  Tension  Electric  Line  Lijures  Petitioner's  Service.  Decision  of 
the  Wisconsin  Railroad  Commission,  Dismissing  the  Complaint  For 
Lack  of  Jurisdiction,  January  26,  1915. 

The  respondent's  high  tension  electric  lines  have  been  constructed 
parallel  to  petitioner's  lines.  Before  the  respondent  erected  its  poles 
on  the  same  side  of  the  highway  on  which  petitioner's  lines  are  located, 
the  petitioner  requested  it  not  to  do  so,  but  to  place  them  on  the 
opposite  side  of  the  highway.  The  respondent,  however,  constructed 
its  lines  as  planned  and  petitioner  claims  that  as  a  result  its  telephone 
lines  have  been  short  circuited.  The  Commission  concludes  that  it  would 
be  much  better  if  the  high  tension  line  or  the  telephone  lines  were 
changed  to  the  opposite  sides  of  the  highway,  but  finds  that  it  is  without 
jurisdiction  to  order  either  company  to  re-locate  its  lines.  The  Com- 
mission's holding  is  as  follows: 

'The  confronting  difficulty  in  the  case  is  the  want  of  jurisdiction  in 
the  Commission  to  compel  either  company  to  change  the  location  of 
its  lines.  If  the  telephone  company  has  suffered  damage  because  of 
the  interference  with  its  service  and  business,  it  may  possibly  recover 
the  same  in  an  action  in  court.  It  is  the  duty  of  the  telephone  com- 
pany under  the  circumstances  to  render  its  service  adequate  at  its 
own  expense,  if  the  respondent  is  unwilling  to  bear  the  same.  If  it 
has  any  remedy  against  the  respondent  it  must  seek  the  same  in 
court.  The  situation  here  presented  suggests  the  necessity  of  addi- 
tional legislation,  giving  the  Commission  power  to  determine  the 
location  of  high  voltage  transmission  lines.  Numerous  cases  are 
arising,  due  to  the  interference  of  high  voltage  transmission  lines 
with  telephone  lines.  If,  before  the  construction  of  a  high  tension 
line,  it  was  incumbent  upon  the  corporation  constructing  such  lines 
to  apply  to  the  Commission  for  authority  as  to  route  and  location, 
the  difficulty  presented  in  the  instant  case  and  other  cases  pending 
before  the  Commission,  would  be  obviated  in  the  future.  For 
the  reasons  stated,  the  petition  must  be  dismissed." 
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VERMONT 

252 — Commission  Annual  Reports. 

Fourteenth  Biennial  Report  of  the  Vermont  Public  Service 
Commission,  1914.     988  pages. 

The  Fourteenth  Biennial  Report  of  the  Vermont  Public  Service  Com- 
mission has  been  issued  in  bound  form.  The  report  covers  the  period 
from  June  30,  1912,  to  June  30,  1913,  and  contains  the  reports  and 
the  orders  of  the  Commission  rendered  during  this  period,  and  abstracts 
of  the  statistics  and  annual  reports  of  the  companies  under  its  jurisdic- 
tion. Rates  for  electric  service  in  Vermont,  as  shown  by  the  schedules 
filed  with  the  Commission,  are  given  in  tabulated  form  (pp.  913-956). 


REFERENCES 

MUNICIPALITIES 

810 — Municipal  Local  Regulation. 

Fifth  Annual  Report  of  the  Los  Angeles  Board  of  Public  Utilities, 
For  the  Period  from  July  1,  1913,  to  June  30,  1914,  177  pages. 

The  report  reviews  the  work  of  the  Board  for  the  period  covered.  Abstracts 
are  given  of  the  various  decisions  and  rulings  of  the  Board  in  formal  and  informal 
complaints.  General  information,  statistics  of  operation  and  rate  data  are  given 
for  electric,  gas,  water,  and  telephone  utilities  and  for  steam  railroads,  local  electric 
railways,  interurban  electric  railways,  rapid  transit,  motor  omnibus  lines,  etc. 
In  the  report  on  electric  utilities  the  rate  resolution  prepared  by  the  Board  and 
submitted  to  the  City  Council  is  given.  This  resolution  fixes  the  rates  to  be 
charged  for  electric  light  and  power  furnished  by  any  person  or  company  to  the 
City  of  Los  Angeles  or  its  inhabitants  for  the  year  commencing  July  1,  1914,  and 
ending  Jime  30,  1915.  A  copj^  is  also  given  of  the  city  ordinance  providing  for 
the  testing  of  electric  meters. 

840 — Public  Operation. 

Municipal  Electric  Lighting  Plants  in  California.  1|  pages. 
Engineering  News,  February  18,  1915,  p.  338. 

A  summary  is  given  of  information  contained  in  a  recent  bulletin  issued  by  the 
City  Club  of  Berkeley,  California,  which  presents  all  of  the  data  available  on  the 
operation  of  the  17  municipal  electric  lighting  plants  in  California.  Tables  are 
given  showing  populations,  incomes,  expenses,  profits,  surpluses,  bonds,  rates,  etc. 
In  attempting  to  present  the  data  so  that  it  will  be  of  practical  use  for  comparative 
purposes,  the  need  of  a  uniform  set  of  accounts  for  mimicipal  utilities  becomes 
very  apparent. 
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RATES 

CITY  OF  LEEDS,  ENGLAND 

720— Rate  Schedules. 

City  of  Leeds,  Electric  Lighting  Department.  Rateable  Value  System 
of  Charging  for  Domestic  Supplies. 

The  following  schedule  of  electric  rates,  based  on  "rateable  value,"  has 
been  published  by  the  City  of  Leeds,  effective  January  1,  1915,  as  an 
optional  rate  for  consumers  of  electrical  energy  for  any  purpose  on 
premises  occupied  solely  as  private  residences. 

Rate. 

An  Annual  Fixed  Charge  of 

£    s.     d. 

1  10    0     {$  7.265)  to  premises  of  which  the  Rateable  Value  does  not  exceed 

£15  ($72,975)  per  annum. 

2  0    0     ($  9.73)     to   premises   of  which   the   Rateable   Value  exceeds   £15 

($72,975),  but  does  not  exceed  £20  ($97. 30)  per  annum. 

2  10     0     ($12.13)     to   premises    of   which    the    Rateable   Value   exceeds   £20 

($97.30),  but  does  not  exceed  £25  ($121,625)  per  annum. 

3  0    0     ($14,595)  to   premises    of   which   the    Rateable   Value   exceeds   £25 

($121,625),  but  docs  not  exceed  £30  ($145.95)  per  annum. 

3  10     0     ($16  995)  to   premises    of   which    the    Rateal)le    Value   exceeds    £30 

($145.95),  but  does  not  exceed  £35  ($170,275)  per  aimum. 

4  0     0     ($19.46)     to   premises   of   which   the   Rateable   Value   exceeds   £35 

($170,275),  but  does  not  exceed  £40  ($194.60)  per  annum. 

4  10     0     ($21.86)     to   premises   of   which   the    Rateable   Value   exceeds   £40 

($194.60),  but  does  not  exceed  £45  ($218  925)  per  annum. 

5  0     0     ($24,325)  to   premises   of   which    the    Rateable    Value   exceeds    £15 

($218,925),  but  not  to  exceed  £50  ($243.25)  per  annum. 
10%  upon  the  Rateable  \'alue  to  premises  of  which  the  Rateable  \'alue  exceeds 

£50  (.$243.25)  per  annum. 

Willi  the  addition  of  an 

Energy  Charge  of 

One-half  penny  i)er  kilowal t-liour  of  (MU'ry:y  consumed. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. 

A  discount  of  5%  will  be  allowed  upon  accoimts  paid  within  one  month  after 
the  date  of  rendering. 


Term  of  Contract 

Any  consumer  electing  to  be  charged  under  this  scale  shall  continue  to  be  so 
charged  for  a  period  of  at  least  twelve  months. 


Terms  and  Conditions 

The  fixed  annual  charge  will  be  payable  in  four  equal  quarterly  installments. 
The  fixed  charge  will  not  be  affected  by  any  additions  or  alterations  to  the  elec- 
tric lighting,  power,  or  heating  installation,  but  the  consumer  should  give 
notice  in  writing  to  the  Department  before  making  alterations  in  order  that 
the  work  may  be  inspected,  and  that  the  meter  and  other  apparatus  of  the 
Corporation  may,  if  necessary,  be  exchanged  to  suit  the  altered  demand. 


510— Forms  of  Rates. 

Addressing  the  "Point  Fives",  an  association  to  promote  the  adoption 
of  the  rateable  value  tariff,  at  a  meeting  held  February  15,  1915, 
A.  Hugh  Seabrook,  Chairman,  says: 

"We  may  without  doubt  say  that  we  now  have  established  a  domestic 
tariff  on  sure  foundations  which  will  hold  its  own  and  certainly  con- 
tinue to  bring  converts  when  they  appreciate  the  significance  of  what 
is  happening.  Its  foundations  are  the  foundations  of  all  commercial 
success  viz; — ^simplicity  and  economy  for  the  consumer,  progress  and 
profit  for  the  supplier. 

"Is  it  not  time  that  the  energy  of  this  association  was  concentrated 
on  reclaiming  another  field,  and  one  which  is  more  difficult  to  handle 
than  the  residential  one?  I  refer  to  the  trading  class  of  property 
covering  shops,  hotels,  etc.  The  enormous  variation  in  the  rateable 
value  of  this  class  of  property  depending  on  its  position,  is  a  serious 
drawback  to  the  elaboration  of  a  rateable  tariff,  but  it  does  not 
appear  to  be  insurmountable. 

"A  rate  based  on  a  sliding  scale  of  percentage  on  rateable  value  and 
fixed  price  per  unit  worked  out  as  the  result  of  combined  experience, 
is  in  the  writer's  opinion,  a  tariff  which  could  be  utilized  advantage- 
ously and  with  profit  to  all  concerned.  The  higher  rated  premises 
would  have  a  lower  percentage  charge  on  the  rateable  value  than 
the  smaller  ones.  The  general  lines  of  the  tariff  being  arrived  at, 
it  could  be  pigeon-holed  until  an  opportune  time  arrived  to  put  it 
into  force  in  a  particular  district."  .  .  . 
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COMMISSION  DECISIONS 
WISCONSIN 

300— Investment  and  Return. 

CoMPL.\iNT  V.  City  of  Milwaukee  et  al.,  Asking  That  the  Rates 
Fixed  m  the  Milwaukee  Fare  Case  Be  Set  Aside  and  Reasonable  Rates 
Established.  Decision  of  the  Wisconsin  Railroad  Commission,  Set- 
ting Aside  Its  Former  Order  and  Reestabhshing  the  Rates  Fixed  in 
the  Company's  Franchise.     January  30,  1915. 

The  petitioner,  the  mayor  of  the  City  of  Cudahy,  petitioned  the  Com- 
mission to  reconsider  its  order  of  August  23,  1912,  in  the  light  of  the 
present  earnings  of  the  Milwaukee  street  railway  companies,  and 
asked  that  the  order  be  so  modified  that  the  companies  may  have  a 
fair  and  reasonable  return. 

The  Commission  discussed  the  changes  which  have  taken  place  since 
the  Commission's  investigation  in  the  fares  case — the  additions  to  the 
physical  property,  the  increased  cost  of  maintenance  and  operation 
due  to  the  increase  m  the  cost  of  materials  and  labor,  and  the  falling 
off  in  revenue  due  to  the  reduction  m  fares,  extended  use  of  transfers 
and  various  other  factors. 

The  Commission's  conclusions  in  the  case  are  as  follows: 

"The  increases  in  the  operating  expenses  and  the  fixed  charges  of 
the  respondent  companies  and  the  failure  of  their  gross  and  net 
revenues  to  maintain  their  ordinary  annual  growth  during  the  past 
few  years,  that  have  thus  been  described,  are  due  to  causes  that  are 
wholly  beyond  the  control  of  the  respondent  companies.  These 
changes,  however,  as  the  facts  herein  clearly  show,  have  resulted  in 
this,  that  the  net  earnings  of  the  respondent  now  are  and  for  some 
time  have  been  considerably  lower  on  the  investment  than  the  rates 
or  costs  at  which  it  is  well  known  new  capital  for  similar  under- 
takings can  in  the  long  run  be  had.  The  conditions  in  this  respect 
are  also  considerably  aggravated  by  the  fact  that  in  this  case,  as  in 
nearly  all  large  and  growing  cities  there  is  a  constantly  growing 
demand  for  improvements  in  and  extensions  to  the  local  street  rail- 
way service.  The  tendencies  and  changes  m  the  expenses  and  earn- 
ings in  question  were  seen  when  the  order  complained  of  herein  was 
made,  but  it  was  not  then  thought  that  they  were  permanent,  but 
rather  temporary  in  their  nature.  Had  the  nature  of  these  changes 
then  been  better  miderstood,  it  is  very  certain  that  the  order  in 
question  would  not  have  been  made.  Justice  and  the  law  demands 
that  the  rates  charged  by  public  utilities  for  the  services  they  render 
shaU  be  reasonable  to  the  utilities  as  well  as  to  their  patrons.  The 
best  interest  of  ''he  greatest  number  in  matters  of  this  kind  can  as  a 
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rule  be  best  promoted  l)y  allowing  rates  that  are  high  enough  to 
cover  the  cost  of  reasonably  adequate  service.  As  the  rates  provided 
by  the  order  complained  of  fall  short  of  this,  we  are,  in  fairness  to 
the  petitioner  and  in  the  interest  of  its  patrons,  compelled  to  find 
that  this  order  is  unreasonable  and  that  it  should  be  repealed  or 
abrogated. 

"It  is  therefore  ordered  that  the  order  of  this  Commission  on 
August  23,  1912  (10  W.  R.  C.  R.  1,  305),  to  the  Milwaukee  Electric 
Railway  and  Light  Company  discontinuing  the  ticket  rate  of  twenty- 
five  for  $1.00,  and  substituting  therefor  a  ticket  rate  of  thirteen  for 
50  cents,  is  hereby  rescinded." 


WISCONSIN 


400-  Rate  Theory. 

George  P.  Dravo,  et  al  v.  The  Milwaukee  Electric  Railway  and 
Light  Company  et  al,  in  re  Milwaukee  Suburban  and  Interurban 
Railway  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Amending  its  Former  Order  Fixing  Rates  For  Such  Service.  October 
28,  1914. 

Complaints  were  entered  against  the  suburban  rate  of  fare  of  the 
Milwaukee  Electric  Railway  and  Light  Company  and  the  Milwaukee 
Light,  Heat  and  Traction  Company  as  authorized  in  the  previous  de- 
cision hi  re  Milwaukee  Suburban  and  Interburban  Raihvay  Rates,  decided 
January  2,  1914,  13  W.  R.  C.  R.  475.  In  the  main,  these  complaints 
stand  for  a  reduction  in  suburban  fares  through  the  restoration  of  the 
fare  schedule  existing  prior  to  the  order,  through  additional  single  fares, 
and  through  commutation  tickets.     The  Commission  says: 

'Tacts  and  circumstances  other  than  financial  conditions,  such 
as  value  of  the  service,  uniformity,  existing  and  future  possible  traffic, 
etc.,  must  undoubtedly  be  considered  when  single  fare  extensions 
are  in  question.  In  the  instant  case  no  good  reasons  appear  for 
abandoning  the  general  basis  employed  in  former  cases.  Recent 
developments,  however,  indicate  that  it  is  justifiable  from  an  econmic 
as  well  as  from  a  legal  point  of  view  to  lay  somewhat  more  emphasis 
upon  financial  conditions."     .     .     . 

340 — Rate  of  Return. 

"To  say  that  the  use  of  the  streets  for  right-of-way  purposes  is 
sufficient  payment  for  additional  stops,  is  to  place  the  entire  finance 
of  the  respondents  upon  a  hypothetical  rather  than  upon  an  actual 
basis.  Where  actual  outlays  and  incomes  have  been  used  to  deter- 
mine the  rate  of  return,  it  does  not  seem  prudent  to  add  conditions 
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which  m  no  way  enter  mto  the  existrnji;  financial  income  accounts 
directly.  The  use  of  the  streets  free  without  a  direct  license  or  rental 
payment,  as  is  most  likely  inferred,  is  one  of  the  conditions  of  oper- 
ation, and  to  allow  an  additional  credit  for  this  use  would  be  un- 
representative of  existing  conditions.     .     .     . 

''There  are  many  rights  in  respect  to  street  railway  rates  and  service 
to  which  the  public  is  in  justice  entitled,  regardless,  in  a  measure, 
of  the  reasonableness  in  itself  of  the  return  which  the  investors  in 
the  serving  company  receive.  That  the  right  to  a  single  fare  of  less 
than  five  cents  for  any  ride  is  one  of  these  rights  seems  untenable. 
No  extreme  hardship  is  placed  upon  the  patrons  in  these  suburbs 
by  pa}ing  a  mmimum  fare.  It  is  difficult  to  see  how  further  con- 
cessions in  this  respect  could  be  granted  miless  those  who  have  de- 
voted their  capital  to  the  service  of  the  public  receive  a  fair  return 
thereon.  Such  a  return  is  not  now  being  earned  upon  the  suburban 
system  as  a  whole..  Additional  concessions  for  minimum  fare  over 
those  made  for  through  fares  and  other  purposes  cannot  be  defended 
upon  any  basis.  We  must  therefore  deny,  for  the  present  at  least, 
requests  for  a  minimum  fare  of  less  than  five  cents." 

(The  discussion  of  the  Commission  and  the  order  in  this  case  are  not  of 
interest  to  electric  companies  as  it  deals  entirely  with  the  details  of 
adjusting  fares  and  charges  for  suburban  service.) 


CALIFORNIA 


450 — Value  of  the  Service. 

Application  of  North  ]\Ioxeta  G.\rdex  Lands  Water  Company  for 
an  Order  Authorizing  an  Increase  in  Water  Rates.  Decision  of  the 
California  Railroad  Commission,  Fixing  the  Rates,  January  29,  1915. 

The  petitioner  applied  for  an  order  authorizing  an  increase  in  rates 
for  water  for  domestic  and  irrigation  uses.  The  Commission  finds, 
after  investigation,  that  the  present  revenue  is  not  sufficient  to  pay 
even  operating  and  maintenance  expenses,  with  no  allowance  for 
interest  on  the  investment  or  depreciation.  The  service  is  being 
supplied  in  an  undeveloped  community  and  the  Commission  says: 

"It  is  elemental  that  in  the  beginning  of  a  water  utility's  operations, 
the  rates  frequently  cannot  be  made  high  enough  to  pay  the  normal 
allowance  for  depreciation.  If  an  attempt  were  made  to  charge  the 
first  few  customers  rates  high  enough  to  cover  this  charge,  they 
could  not  afford  to  take  water  or  to  settle  on  the  land.  Of  course, 
in  the  long  run,  the  utility  must  receive  an  adequate  allowance  for 
depreciation,  if  fair  judgment  was  used  in  the  construction  of  the 
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system.  The  present  consumers  of  applicant's  system  cannot 
reasonably  be  called  upon  to  pay  the  amount  for  depreciation  which 
will  be  paid  by  the  consumers  when  the  system  is  more  fully 
utihzed." 


NEW  YORK 

300— Investment  and  Return. 

Complaint  of  the  City  of  Rochester  v.  New  York  State  Railways, 
Asking  That  a  Lower  Rate  of  Fare  for  Rush  Hours  be  Authorized. 
Decision  of  the  New  York  Public  Service  Commission  (2D)  Dis- 
missing the  Complaint,  February  16,  1915. 

The  complainants  ask  that  the  company's  5  cent  fare  be  reduced  to 
3  cents  for  transportation  during  the  rush  hours  designated  in  the 
petition. 

"The  act  of  the  Legislature  in  fixing  a  five  cent  maximum  fare  for 
street  railroads  in  cities  and  incorporated  villages  (Section  181, 
Railroad  Law)  does  not  bar  action  by  this  Commission  requiring 
a  reduction  of  such  fare  as  charged  by  any  street  railroad  company 
upon  a  showing  that  such  fare  of  five  cents  for  a  general  or  particular 
service  rendered  is  unreasonable  or  unjust.  Bns  Men's  Association 
of  Ticonderoga  v.  D.  &  H.  Co.,  2  P.  S.  C.  2d  Rep.  78. 

"Section  49  of  the  Public  Service  Commissions  Law  empowers  the 
Commission  whenever  it  shall  be  of  opinion  that  a  railroad  rate  is 
unjust,  unreasonable,  unjustly  discriminatory  or  unduly  preferential, 
or  is  anywise  in  violation  of  any  provision  of  law,  to  determine  the 
just  and  reasonable  rate  to  be  thereafter  observed  and  in  force  as  the 
maximum  charge,  notwithstanding  a  higher  rate  has  been  author- 
ized by  statute;  but  in  so  determining  the  future  maximum  rate  the 
Commission  is  directed  to  pay  due  regard,  among  other  things,  to 
a  reasonable  average  return  upon  the  value  of  the  property  actually 
used  in  the  public  service  and  to  the  necessity  of  making  reservation 
out  of  income  for  surplus  and  contingencies.  The  language  of  the 
statute  seems  to  contemplate  the  formation  by  the  Commission 
of  a  belief  based  upon  the  evidence  generally  that  the  rate  complained 
of  is  unreasonable  or  unjust,  and  that  then,  in  determining  the  reason- 
able rate  for  the  future,  the  Commission  must  pay  due  regard  to  a 
fair  return  upon  the  property  value  and  the  necessity  of  reserving 
from  income  moneys  for  surplus  and  contingencies." 

340 — Rate  of  Return. 

It  was  estimated  that  the  company's  present  percentage  return  on 
the  agreed  valuation  is  8.58.  An  investigation  was  made  to  determine 
what  effect  the  proposed  reduction  in  fares  would  have  on  the  company's 
revenue  and  it  was  estimated  that  if  the  three  cent  rate  was  put  into 
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effect  during  the  rush  hours  the  rate  of  return  would  be  reduced  to 
4|  or  5%.     The  Commission  says: 

"It  is  of  prime  importance  that  the  service  of  this  respondent  in 
Rochester,  as  well  as  elsewhere  in  its  territory,  shall  not  only  be 
sufficient  in  general  but  in  all  respects  adequate.  This  Commission 
should  not,  if  it  could,  strike  down  the  revenues  of  this  company 
to  effect  a  reduction  of  fare  and  leave  its  resources  for  improving 
and  keeping  up  the  efficiency  of  its  service  insufficient  for  that  prime 
purpose.  A  reserve  for  surplus  above  operating  cost  is  essential 
to  provide  for  these  improvements  either  by  full  payment  therefor 
from  such  surplus  or  to  meet  increased  charges  on  required  additional 
bond  capital  or  return  upon  necessarily  issued  additional  stock.  .  .  ." 

"If  the  valuation  is  not  too  high,  and  that  is  a  matter  which  can  not 
be  discussed  under  the  agreement  to  use  the  valuation  then  the 
return  of  4^  to  5  per  cent  is  too  low  to  permit  the  reduction  de- 
manded.    There  is  no  escape  from  that  conclusion. 

'Tn  so  holdmg  we  are  controlled  by  the  law,  with  no  room  in  any 
sense  for  the  exercise  of  discretion.  A  6  per  cent  return  upon 
capital  employed  in  the  public  service  has  been  deemed  to  be  a 
minimum  fair  return  and  this  after  all  other  allowances  necessary 
to  the  conduct  of  the  business  shall  have  been  made.  In  many 
cases  a  considerably  higher  rate  of  return  has  been  held  to  be  re- 
quired. There  may  arise  here  and  there  cases  of  over  installation 
of  property  or  over  extension  of  lines  where,  the  general  rate  being 
involved  peculiar  conditions  would  justify  the  conclusion  that  a 
lower  return  than  has  been  ordmarily  allowed  would  be  fair.  But 
we  have  no  such  peculiar  conditions  m  this  case  where  a  special 
rate  is  demanded  and  all  of  respondent's  property  and  lines  are 
fully  required  for  the  public  service  in  Rochester." 


WASHINGTON 

300 — Investment  and  Return. 

F.  W.  Browne  v.  Pacific  Northwest  Traction  Company  Asking 
for  a  Reduction  in  Passenger  Fares  and  Freight  Rates  of  the  Respondent 
Company.  Decision  of  the  Washington  Public  Service  Commission 
Ordering  a  Reduction  in  Rates,  December  24,  1914. 

The  Commission,  in  making  an  investigation  of  the  valuation  of  the 
company's  property  for  rate  making  purposes  included  an  unearned 
increment  of  $70,708.     This  allowance  was  discussed  as  follows: 

"There  are  two  theories  upon  which  the  company  is  entitled  to  this 
so-called  unearned  increment. 

"1.     The  company  helped  to  create  it. 

"2.     The  company  is  entitled  to  the  present  value  of  its  property 
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used  and  useful  in  the  operation  of  the  road,  and  it  must  necessarilv 
iuclud^  the  unearned  increment. 

'As  to  the  justice  of  the  allowance  of  the  so-called  unearned  incre- 
ment there  is  a  wide  divergence  of  opinion.  The  pioneer  goes  out 
into  the  forest,  and  by  his  detriment  of  time,  labor  and  privation 
builds  a  home.  Others  follow,  and  by  joint  efforts  a  coumiunity 
is  established  where  once  the  forest  stood.  The  property  of  the 
original  settler  has  now  become  valuable,  and  the  enhanced  value 
over  the  actual  cost  and  expenditure  of  the  settler  we  call  the  'un- 
earned increment.'  The  term  unearned'  is  a  misnomer,  for  the 
enhanced  value  has  been  fairly  earned  by  years  of  labor  and  depriva- 
tion. The  man  who  finally  reaps  the  harvest  may  not  be  the  same 
individual  who  sowed  the  seed.  The  pioneer  may  not  be  able  to 
await  the  day  of  the  harvest,  but  if  he  does,  no  man  will  say  that 
the  harvest  is  not  rightfully  his,  or  that  it  has  not  been  fairly  earned. 

"So  too  does  the  railway  company  project  its  line  into  new  terri- 
ton"  with  a  full  knowledge  of  the  detriments  to  be  overcome.  The 
company  considers  from  the  beginning  that  no  adequate  return  will 
be  made  during  the  early  years  of  its  histor\-,  but,  like  the  pioneer. 
it  helps  to  build  up  a  new  territorj-,  with  confidence  that  an  incre- 
ment will  result  sufficient  to  more  than  cover  the  detriment  in  loss 
of  returns  or  otherwise.  The  history  of  our  western  country-  more 
than  justifies  the  assurance  that  such  return  invariably  follows. 
We  have  accorded  to  the  indindual  and  to  the  company  the  same 
rule  of  measurement,  and  it  seems  that  in  all  fairness  such  rule 
should  be  applied." 

315.1— Going  Value. 

"But  now  comes  the  company  with  the  new  theor>-  of  valuation 
which  demands  more  than  is  accorded  to  the  indindual.  It  claim.s 
a  "development  cost'  in  addition  to  the  unearned  increment.  In 
simple  language  it  says : 

■  During  these  lean  years  while  the  company  was  helping  to  create 
the  increment  the  stockholders  received  no  adequate  return,  and  now 
we  ask  that  the  loss  so  incurred  be  made  good  by  capitalizing  the 
loss  occasioned  the  company  by  the  lack  of  returns  during  the  early 
years." 

"Conceding  the  argument  of  counsel  for  the  company  to  be  just,  and 
that  a  railroad  company  is  entitled  to  earn  8  per  cent,  on  its  invest- 
ment from  the  day  of  its  inception,  in  addition  to  the  increment, 
it  would  be  entitled  to  earn  a  return  upon  S12.5.917.58  in  addition 
to  the  other  items  capitahzed.  If  we  capitalize  this  amount,  as 
counsel  for  the  company  demand,  it  means  that  throughout  the 
coming  years  the  patrons  of  the  company  will  be  required  to  pay  a 
return  upon  the  amount  so  capitahzed.  If  this  claim  be  just  it 
should  be  allowed.  Xo  pioneer  reaps,  in  addition  to  the  increment, 
as  the  result  of  his  labor,  any  development  cost.  Xo  one  guarantees 
to  him  that  in  addition  to  the  increased  value  of  his  property  he  shall 
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receive  an  additional  return  during  the  years,  based  upon  the  amount 
of  liis  losses  during  the  lean  years.  Until  we  bring  ourselves  to 
believe  that  one  rule  shall  be  made  for  the  railroads  and  another 
for  the  rest  of  the  world,  we  cannot  concede  the  justice  of  the  demand 
for  the  so-called  development  cost  in  this  case.  But  for  argument's 
sake  let  us  concede  that  development  cost  should  be  calculated." 

The  Commission  concludes  that  in  this  case  it  is  immaterial  so  far  as 
the  results  are  concerned  whether  development  costs  are  considered  or 
not,  for  subsequent  excessive  earnings  have  more  than  off-set  any 
development  cost  the  company  suffered  since  it  owned  this  property. 

360 — Depreciation . 

In  discussing  depreciation  the  Commission  says: 

"It  is  the  custom  of  some  utilities  to  neglect  the  establishment  of  a 
depreciation  account,  and  then  ask  the  Commission  to  consider  the 
depreciation  in  ascertaining  the  value  of  its  property.  The  Commis- 
sion is  strongly  of  the  opinion  that  a  definite  depreciation  account 
should  be  fixed  in  the  operating  expenses  of  the  company  each  year 
for  this  purpose.  It  is  unfair  to  the  patrons  of  a  public  utility  to 
require  an  additional  return  to  cover  depreciation  and  then  have 
the  road  keep  no  account  covering  depreciation.     .     .     ." 

340— Rate  of  Return. 

'The  maximum  legal  rate  of  interest  in  the  State  of  Washington 
is  12  per  cent.  Much  evidence  was  introduced  by  the  company  to 
the  effect  that  10  per  cent  was  a  proper  per  cent,  to  be  allowed 
utilities  operating  at  the  present  time  and  under  present  conditions. 
This  testimony  was  based  upon  the  usual  hazards  of  money  invested 
in  such  enterprises.  We  desire  it  to  be  distinctly  understood  that 
we  do  not  concede  that  10  per  cent,  means  a  fair  rate  upon  the  pro- 
perty of  a  public  utility  having  the  limited  hazards  this  road  presents. 
All  charges  made  by  public  utilities  must  be  just  and  reasonable. 
Service  instrumentalities,  equipment,  and  facilities  shall  be  such  as 
will  promote  the  safety,  health,  comfort  and  convenience  of  their 
patrons,  employees  and  the  public,  and  the  rules  and  regulations 
must  be  just  and  reasonable. 

"Whatever  may  be  said  of  the  fair  return  to  the  utility  the  interests 
and  the  rights  of  the  public  in  such  utility  must  be  considered.  The 
result  of  decreasing  a  rate,  or  of  increasing  a  rate,  cannot  always  be 
foretold.  This  Commission  has  increased  rates,  and  as  a  result 
the  return  to  the  company  has  declined;  and  on  the  other  hand 
rates  have  been  decreased  and.  the  return  to  the  utility  increased 
as  a  result.  The  record  contains  definite  testimony  of  many  wit- 
nesses whom  this  Commission  has  a  right  to  believe,  that  the  rate 
charged  by  the  Company  has  resulted  in  preventing  a  proper  develop- 
ment of  the  territory  through  which  this  road  extends." 

The  Connnission  finds  that  the  Company's  rates  are  excessive  and  lower 
rates  are  ordered. 
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CALIFORNIA 


132— Protection  from  Competition. 

Application  of  the  Valley  Telephone  Company  for  a  Certificate 
OF  Convenience  and  Necessity.  Decision  of  the  California  Rail- 
road Commission,  Dismissing  the  Apphcation,  November  23,  1914. 

The  Valley  Telephone  Company  applied  for  a  certificate  of  public  con- 
venience and  necessity  to  construct  and  operate  a  telephone  system 
within  the  City  of  Holtville.  The  Imperial  Telephone  Company  is  at 
present  operating  in  the  city  and  protests  against  an  invasion  of  its 
territory  by  the  applicant  company. 

132.2 — Fair  Rates  and  Efficient  Service. 

•'No  evidence  was  introduced  tending  to  show  that  the  Imperial 
Telephone  Company  was  not  adequately  serving  the  territory  within 
the  city  limits  of  Holtville,  nor  that  its  rates  were  unreasonable,  nor 
that  in  any  respect  it  was  failing  in  its  duty  to  the  public. 

"It  was  frankly  stated  by  the  president  of  the  applicant  that  there 
was  no  demand  or  need  for  two  telephone  systems  in  the  city,  and 
that  it  was  the  expectation  of  applicant  that  if  it  was  admitted  into 
the  city  it  would  acquire  as  subscribers  all  of  the  people  who  use 
telephones.  In  other  words,  applicant  expects  to  eliminate  the 
Imperial  Telephone  Company's  business  in  the  city  if  it  is  allowed 
to  enter."     .     .     . 

132.8— Unnecessary  Duplication. 

"The  evidence  in  this  case  does  not  present  a  situation  which  would 
justify  the  Commission  in  permitting  applicant  to  invade  the  terri- 
tory of  the  Imperial  Telephone  Company,  duplicate  its  plant  and 
either  put  it  out  of  local  business  or  itself  fail  to  make  a  success  of 
the  venture." 


ILLINOIS 


224.5 — Rates  Fixed  by  Contract. 

Application  of  the  Colfax  Telephone  Company  for  Authority  to 
Change  Rates.  Decision  of  the  Illinois  Public  Service  Commission, 
Establishing  a  New  Schedule  of  Rates.     December  17,  1914. 

It  was  urged  on  behalf  of  the  Village  of  Colfax  that  the  village  has  a 
contract  with  the  telephone  company  in  the  form  of  an  ordinance. 
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granting  franchise  rights  for  the  construction  and  operation  of  the 
telephone  system  for  an  unlimited  term,  which  provides  a  maximum 
rate  of  $1.00  per  month  for  telephone  service.  The  Commission  refers 
to  its  order  upon  the  application  of  the  Fairbury  Telephone  Company, 
decided  June  5,  1914,  in  which  the  Commission  says: 

"The  statute  providing  for  the  regulation  of  public  utilities  within 
this  State  was  passed  in  the  exercise  of  the  police  power  of  the  State, 
and  all  ordinances  or  contracts  affecting  rates  or  charges  by  public 
utilities  for  commodities  or  service  to  be  rendered  or  performed  by 
them  must  be  held  to  have  been  made  in  view  of  and  subject  to  the 
right  of  the  State  to  exercise  this  police  power  in  such  a  way  as  to 
disregard  such  contracts  or  ordinances,  if  the  interest  and  welfare 
of  the  public  should  so  demand." 

The  Commission  holds  that  the  act  to  provide  for  the  regulation  of 
public  utilities  in  the  State  expressly  authorizes  this  Commission  to 
determine  and  fix  just,  lawful  and  sufficient  rates  or  other  charges, 
classifications,  rules,  regulations,  contracts  or  practices  of  any  public 
utility  doing  business  within  the  State,  and  the  Colfax  Telephone 
Company  is  authorized  to  put  in  effect  a  schedule  of  rates  higher  than 
those  fixed  by  the  ordinance. 


PENNSYLVANIA 

251— Publicity. 

Publication  of  Commission's  Rulings,  Regulations  or  Orders  by 
Public  Service  Companies.  Decision  of  the  Pennsylvania  Public 
Service  Commission,  General  Order  No.  12,  January  6,  1915. 

"It  having  come  to  the  attention  of  the  Commission  that  certain 
public  service  companies  have  been  sending  out  written  or  printed 
notices  or  other  such  communications  to  their  patrons  in  which  they 
have  attributed  to  the  Commission,  from  time  to  time,  the  making 
of  alleged  rulings,  regulations  or  orders  which  in  point  of  fact  have 
not  been  made  by  the  Commission  as  represented,  and  thereby  have 
occasioned  misunderstanding,  confusion  and  inconvenience  to  their 
patrons  and  the  public  as  to  various  matters,  but  especially  with 
regard  to  the  time  and  manner  of  payment  of  bills  subject  to  discount: 

"It  is  hereby  ordered :  That  the  above  practice  shall  l)e  discontinued 
and  that  hereafter  no  administrative  ruling,  regulation  or  order  shall, 
in  any  such  written  or  printed  notice  or  other  communication  what- 
soever, be  stated  by  any  public  service  company  to  have  been  made 
by  the  Commission,  unless  an  exact  copy  of  the  particular  ruling, 
regulation  or  order  so  referred  to  is  therein  set  forth  at  length  and 
the  date  thereof  also  stated. 

"Copies  of  such  rulings,  regulations  or  orders  may  be  had  on  applica- 
tion to  the  Secretary  of  the  Commission,     Public  service  companies 
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assume  the  risk  of  the  accuracy  of  copies  of  ruhngs,  regulations  or 
orders  obtained  from  any  other  source,  and  exact  copies  of  all  such 
notices  sent  by  such  companies  to  customers  shall  be  filed  with  the 
Secretary  of  the  Commission  within  three  days  of  date  of  issue 
thereof.'"' 


NEW  YORK 


781 — Adequacy  of  Service. 

Complaint  of  F.  Ray  Comstock  v.  Municipal  Gas  Company  of  the 
City  of  Albany,  Alleging  Refusal  to  Supply  Applicant  with  Direct 
Current  Electricity.  Decision  of  the  New  York  Public  Service 
Commission  (2  D.),  Dismissing  the  Complaint,  December  20,  1914. 

"The  complainant  is  the  lessee  of  Harmanus  Bleecker  Hall,  a  large 
theatre  in  the  City  of  Albany.  He  is  now  supplied  by  the  respondent 
with  alternating  current  for  lighting,  and  500-volt  direct  current 
used  in  driving  a  fan.  He  asks  that  the  company  be  required  to 
furnish  110-volt  direct  current,  chiefly  for  operating  what  is  kno^vn 
as  a  spot  light.  The  respondent  furnishes  in  the  City  of  Albany 
115- volt  and  230- volt,  40-cycle,  single-phase  alternating  current  for 
lighting;  220-\-olt,  40-cycle,  3-phase  alternating  current  for  power; 
and  500-volt  direct  current  for  power.  In  order  to  furnish  the  form 
of  current  desired  by  the  complainant,  it  would  be  necessary  to 
install,  either  at  the  sub-station  of  the  respondent  or  on  the  premises 
of  the  complainant,  a  transformer  for  the  purpose  of  converting  the 
alternating  current  into  direct  current,  or  reducing  the  voltage  of 
the  direct  current  from  500  to  110.  This  the  respondent  refuses  to 
do,  although  it  is  willing  to  supply  either  alternating  current  or  500- 
volt  direct  current  in  any  quantity  desired,  if  the  complainant  will 
install  the  necessary  transformer. 

"It  appears  that  there  is  no  general  demand  for  110-volt  direct 
current.  There  is  a  demand  for  direct  current,  with  many  different 
voltages,  according  to  the  use  to  which  it  is  put.  This  seems  to  run 
from  24  volts  to  500  volts.  In  all  cases  where  a  current  is  desired 
by  a  pai-ticular  consumer  not  conforming  to  the  standard  current 
furnishetl  by  the  respondent,  the  consumer  is  required  to  install  his 
own  apparatus  for  transforming  the  current  in  form  or  \'oltage  to 
that  required  for  his  use. 

"Where,  in  the  community  served  by  an  electrical  corporation, 
there  exists  a  general  or  large  demand  for  any  particular  species  of 
current,  it  may  become  the  duty  of  the  com})any  to  provide,  at  its 
own  expense,  current  of  that  character  and  transmit  it  to  the  con- 
sumer.    It  would,  on  the  other  hand,  be  obviouslv  unreasonable  to 
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require  the  company  to  generate  at  its  plant  every  species  of  current 
that  might  be  desired  by  every  consumer  in  the  community.  It  is 
equally  obvious  that  if  the  respondent  can  be  required  to  supply  110- 
volt  direct  current  to  the  complainant,  it  must  also  be  required  to 
furnish  direct  or  alternating  current  of  any  voltage  desired  to  every 
other  consumer,  either  through  its  plant  or  through  transformers 
furnished  by  it  on  the  consumer's  premises.  So  to  require  would  be 
unreasonable.  If  a  particular  consumer  desires  for  special  use  a 
form  of  current  different  in  character  or  voltage  from  the  currents 
generally  transmitted  by  the  company  and  these  currents  meet  the 
general  demand  of  the  community,  the  consumer  must  supply  his 
needs  by  installing,  at  his  owa  expense,  the  necessary  apparatus  for 
transforming  the  current  supplied  to  that  desired. 

"This  conclusion,  of  course,  in  no  way  affects  the  duty  of  company 
or  consumer  to  install  new  apparatus  where  a  change  in  current, 
made  by  the  company  of  its  own  initiative,  requires  a  change  in  the 
consumer's  apparatus. 

"For  the  reasons  stated  the  complaint  should  be  dismissed." 


REFERENCES 
RATES 


514 — Demand  Rates. 


The  Deal\nd  Rate  for  Gas  Service,  by  C.  H.  Cook,  Kenosha  JVIanager, 
Wisconsin  Gas  and  Electric  Company.  Read  Before  the  Joint  Meeting 
of  the  Wisconsin  Electrical  Association  and  the  Wisconsin  Gas  Associa- 
tion.    3  pages.     The  Gas  Age.     March  1,  1915,  p.  217. 

The  writer  discusses  the  advantages  to  be  gained  by  the  adoption  of  a 
demand  basis  of  charging  for  gas  service,  and  concludes  as  follows: 

"This  discussion  of  a  demand  rate  for  gas  service  has  been  developed  in  the 
belief  that  the  schedules  usually  prevailing  do  not  parallel  the  cost  of  service 
with  sufficient  accuracy  to  render  substantial  justice  as  between  the  small 
demand  low  load  factor  domestic  customer  and  the  large  demand  high  load 
factor  industrial  user  or  indicate  the  I'esultant  price  per  thousand  cubic  feet 
at  which  gas  may  be  sold  at  a  profit  to  the  larger  user.  Further  analysis  of 
the  factors  afTecting  the  relative  distribution  of  costs  may  show  that  a  larger 
proportion  of  the  investment  charges  might,  with  sound  reason,  be  assessed 
against  the  customer  and  a  smaller  proportion  against  the  capacity  demanded. 
As  interest  in  this  subject  increases  and  further  anah^tic  studies  are  made, 
the  most  advantageous  apportionment  of  charges  as  between  the  several 
costs  will  be  developed  and  commercial  schedules  involving  the  demand  principle 
applied.  \Yith  these  applications  there  will  imdoul^tedly  come  a  practicable 
maximum  demand  gas  meter,  the  advent  of  which  will  assist  in  the  develop- 
ment of  the  industrial  use  of  gas." 
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600— Rate  Differentials. 

Brief  Submitted  on  Behalf  of  the  Merchants'  Association  of  New  York 
in  the  Matter  of  the  Stadtlander  and  Ewoldt  Complaints  Against 
the  New  York  Edison  Company,  28  pages. 

Brief  on  behalf  of  the  Merchants'  Association  of  New  York  has  been  sub- 
mitted to  the  NewYork  First  District  Commission.  The  intervenor  in  the 
complaints  against  the  New  York  Edison  Company  alleges  that  the  reduction 
in  the  company's  rates  should  be  distributed  over  the  entire  schedule  to  the 
benefit  of  the  wholesale  consumers,  instead  of  being  applied  as  a  reduction 
of  the  Company's  maximum  retail  rates. 


COURT  DECISION  REFERENCES. 

225.1- Filing  of  Schedules. 

Michigan  Railroad  Commission  et  al.  v.  Detroit  and  Mackinac 
Railway  Company  et  al.  Decision  of  the  Michigan  Supreme  Court, 
February  4,  1915.     150  Northwestern  861. 

A  previous  order  of  the  court  required  respondents  "to  put  into  full  force  and 
effect  the  three  several  orders  of  the  Michigan  Railroad  Commission."  The 
present  action  seeks  to  have  the  company  punished  for  its  failure  to  comply  with 
the  order  of  the  court. 

In  alleged  compliance  with  the  order,  the  company  filed  typewritten  copies  of  cer- 
tain of  its  rate  schedules  with  the  commission  and  other  tyiiewritten  copies  were 
filed  in  the  various  offices  of  the  company.     The  court  says: 

"It  was  not  in  compliance  with  Section  10a,  of  Act  No.  300  of  the  Public  Acts 
of  1909,  which  provides: 

"  'Such  schedules  shall  be  printed  plainly  in  large  type,  and  copies  for  the  use 
of  the  public  shall  l^e  kept  on  file  for  public  inspection  in  every  depot,  station 
or  office  of  such  carrier  where  passengers  or  freight  respectively  are  received 
for  transportation  or  where  tickets  are  sold,  in  such  form  that  they  will  be 
accessible  to  the  public  and  can  conveniently  be  inspected.'  " 

243.6— Penalties. 

The  company  claimed  that  the  orders  of  the  Commission  are  unreasonable  and 
"extremely  difficult  in  operation."  The  court  states  that  this  is  a  criticism 
which  should  be  addressed  to  the  Railroad  Commission  and  that  in  the  proceed- 
ings the  court  is  not  concerned  with  the  validity  of,  or  the  workability  of,  the 
orders  in  question.     The  court  finds  the  company  guilty  of  contempt. 

"That  guilt,  however,  is  technical  only,  for  we  are  satisfied  that  the  failure 
of  respondents  to  comply  fully  with  the  order  of  this  court  was  not  wanton, 
but  that  they  acted  in  good  faith  upon  the  advice  of  reputable  and  competent 
coimsel,  and  under  a  construction  of  the  order,  which,  while  not  warranted, 
was  colorable." 

Under  these  circumstances  no  fine  or  other  punishment  is  imposed,  but  the  com- 
pany is  given  five  days  within  which  to  comply  literally  with  the  mandate  of  the 
court. 
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RATES 

BALTIMORE,  MARYLAND 


720— Rate  Schedules. 

Consolidated  Gas,  Electric  Light  and  Power  Company  of  Balti- 
more.    New  Industrial  Gas  Rates,  Effective  April  1,  1915. 

There  has  been  a  tendency  for  a  long  time  to  abolish  the  straight  line 
meter  rate  for  gas  service.  The  change  in  gas  rates  has  in  general 
taken  the  form  of  meter  rates  with  block  discounts.  The  new  industrial 
gas  rate  adopted  by  the  Baltimore  Company  has,  however,  taken  the 
form  exactly  corresponding  to  demand  rates  for  electric  service  and  is 
the  most  important  advance  in  the  establishment  of  demand  rates 
for  gas  service  since  Mr.  Doherty  established  his  system  of  charging 
in  Denver  and  other  cities  in  1900.  The  fixed  costs  in  the  following 
schedule  correspond  to  the  demand  charge  for  electric  utilities  and  the 
running  costs  correspond  to  the  energy  charge. 


INDUSTRIAL  GAS  RATES— GENERAL  SERVICE. 

Gas  for  industrial  uses  in  specified  locations  will  be  sold  under  this  schedule  to 
any  customer  who  has  signed  an  agreement  for  Permanent  Gas  Service,  for  a 
term  of  three  years,  embodying  the  terms  and  conditions  of  the  companj'. 

Rate. 

Fixed  Costs. 

$204.00  per  year,  payable  in  monthly  installments  of  $17.00,  for  the  first 
300  cubic  feet  of  demand  or  fraction  thereof. 

$48.00  per  year  per  100  cubic  feet  of  demand,  payable  in  equal  monthly 
installments  of  $4.00  for  that  part  of  the  demand  that  is  in  excess  of  300 
cubic  feet. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Plus- 
Running  Costs. 

70  cents  gross  or  60  cents  net  per  1,000  cubic  feet  for  all  gas  supplied,  up  to 
and  including  20,000  cubic  feet  per  month. 

45  cents  gross  or  35  cents  net  pet  1,000  cubic  feet  for  all  gas  supplied  exceeding 
20,000  cubic  feet  per  month,  up  to  and  including  1,000,000  cubic  feet  per 
month. 

40  cents  gross  or  30  cents  net  per  1,000  cubic  feet  for  all  gas  supplied  exceeding 
1,000,000  cubic  feet  per  month. 

Demand. 

The  demand  is  the  maximum  rate  of  use  and  is  defined  as  the  greatest  number 
of  cubic  feet  used  in  any  one  hour,  and  shall  be  specified  in  the  contract.  The 
specified  demand  shall  be  subject  to  revision  bj-  actual  measurement  of  the 
Customer's  maximum  hour's  use  by  suitable  instruments  furnished  by  the 
Company.  The  demand  having  been  thus  established,  shall  not  be  sub- 
stantially decreased  during  the  term  of  the  contract,  but  shall  be  increased 
in  accordance  with  and  for  all  billing  after  any  increase  in  maximum  use  which 
may  from  time  to  time  occur.  Upon  extraordinary  occasions  for  a  certain 
limited  period,  the  Company  may,  at  its  option,  give  permission  to  exceed 
the  determined  maximum  rate  of  use  by  a  stated  amount  without  increasing 
the  established  demand  upon  which  charges  are  based. 

Prompt  Payment  Discount. 

The  net  prices  above  specified,  result  from,  and  depend  upon,  a  discount  of 
ten  cents  per  1,000  cubic  feet  from  the  specified  gross  prices  given  only  for 
payment  of  bills  within  ten  days  from  the  date  of  the  reading  of  the  meter. 

Lamp  Service. 

Xo  maintenance  or  supplies  of  an}'  kmd  will  be  furnished  bj'  the  Company 
imder  this  schedule. 

Term  of  Contract. 

Agreements  wall  continue  in  force  for  repeating  periods  of  one  year  each,  unless 
terminated  by  the  customer  or  the  company  by  thirty  clays'  written  notice, 
before  the  termination  of  the  original  term  or  the  termination  of  any  year 
thereafter. 

Terms  and  Conditions. 

Non-Peak  Service.  For  installations  in  which  the  use  of  gas  is  considerably 
less  between  the  hours  of  5.00  p.  m.  and  7.00  p.  m.,  during  the  period  from 
October  1st  to  the  succeeding  March  1st,  in  each  year,  than  at  other  times, 
the  specified  demand  or  the  demand  upon  which  the  rate  is  based  may  be  taken 
as  the  measured  rate  of  use  occurring  during  any  hour  between  the  said  hours 
in  the  said  winter  months;  provided,  that  the  demand  shall  in  no  event  be  taken 
as  less  than  one-half  of  the  maximum  measured  rate  of  use  at  any  other  time, 
the  use  under  such  conditions  being  classified  as  "non-peak." 

Meters.  Not  over  two  meters  will  be  furnished  by  the  company  at  its  expense 
at  any  one  contract  location  imder  this  schedule,  imless  installed  for  the 
company's  convenience.  Additional  meters  will  be  furnished  at  a  rental  of 
.$2.50  per  month  each,  for  meters  on  which  demands  are  determined  and  at  a 
rental  of  $1.00  per  month  each  for  sub-meters.  All  meters  referred  to  herein 
are  of  the  standard  type  and  sizes  of  gas  meter  and  recording  meter  heretofore 
in  general  use;  should  the  conditions  in  any  instance  call  for  different  standards, 
the  company  shall  have  the  right  to  revise  its  Fixed  Costs  and  its  meter 
charges  specified  herein  accordingly. 
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Collective  Application.  This  schedule  will  apply  to  one  contract  location 
onl}'.  Where  one  person,  firm  or  corporation  is  engaged  in  commercial  or 
industrial  business  at  more  than  one  location,  one  contract  may  be  made 
imder  this  schedule  for  the  supply  of  gas  to  the  said  several  contract  locations, 
for  a  term  of  not  less  than  five  years,  imder  the  following  conditions: 

The  Fixed  Charges  for  each  location  shall  be  based  solely  and  individually 
upon  the  separate  demands  of  said  locations;  and  the  Running  Costs  for  all 
locations  shall  be  based  upon  the  aggregate  gas  consumption  at  all  locations 
covered  by  the  contract.  One  bill  shall  be  rendered  monthly,  based  upon 
the  meter  readings  taken  at  approximately  monthly  intervals  on  such  days 
each  month  as  the  Company  may  elect. 

Change  of  Rate.  In  case  the  Schedule  upon  which  any  contract  is  based 
should  be  modified  to  give  any  customer  a  lower  rate  for  like  service  imder 
like  conditions  during  the  period  of  said  contract,  the  customer  using  service 
under  said  contract  shall  be  given  the  full  advantage  of  such  modification 
from  the  date  of  putting  such  modification  into  effect  for  any  service. 


COMMISSION  DECISIONS 

WISCONSIN 


840 — Public  Operation. 

City  of  Neenah  v,  Wisconsin  Traction,  Light,  Heat  &  Power 
Company,  Asking  for  Authority  to  Purchase  Current  at  Respondent's 
Substation  For  Resale  to  Cu.stomers.  Decision  of  the  Wisconsin 
Railroad  Commission,  Dismissing  the  Petition.     January  28,  1915. 

The  city  alleges  that  respondent's  rates  for  electric  service  are  unreas- 
onable. But,  before  taking  up  the  immediate  determination  as  to  the 
reasonableness  of  the  rates,  the  city  asks  for  a  ruling  of  the  Commission 
upon  a  proposed  arrangement  with  the  company,  whereby  the  city  may 
purchase  energy  from  the  company  and  resell  to  the  consumers.  The 
current  which  is  distributed  in  Neenah  is  generated  at  Appleton  and  is 
transmitted  over  a  2,200  volt  line  to  the  Neenah  substation. 

''The  respondent  company  has  a  form  of  rate  schedule  on  file  which 
is  commonly  referred  to  by  rate  technicians  as  a  Hopkinson  demand 
rate.  In  addition  to  this  rate,  it  has  an  increment  or  so-called  limit- 
ing schedule,  which  limits  the  price  per  unit  of  product.  The  latter 
rate  is  designed  to  insure  non-prohibitory  per  unit  charges  to  short 
hour  users  of  electrical  energy.  The  city  wishes  to  purchase  from 
the  respondent  all  of  the  current  now  used  for  any  purpose  within 
the  City  of  Neenah  and  to  resell  the  same  to  the  indi^■idual  con- 
sumers of  the  respondent.  In  other  words,  the  municipality  pro- 
poses to  act  as  a  middleman  between  the  intli\  idual  consumers  and 
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the  company.  In  this  role,  it  expects  to  secure  a  low  rate  per  kilo- 
watt-hour by  thus  purchasing  on  an  accumulative  basis.  This 
advantage  it  proposes  to  pass  on  to  the  individual  electric  consum- 
ers. The  respondent,  on  the  other  hand,  must  relinquish  its  claim 
to  its  present  consumers  and  refrain  hereafter  from  selling  at  retail 
within  the  city.  It  appears  that  the  Hopkinson  demand  schedule 
referred  to  above  insures  a  lower  unit  rate  than  the  increment  sched- 
ule for  energy  taken  in  the  quantities  and  under  thp  conditions 
which  would  obtain  if  this  arrangement  could  be  effected.  The 
city  has  asked  this  Commission  to  ratify  this  particular  schedule  as 
reasonable  and  equitable  under  the  circumstances.     .     .     . 

"Inasmuch  as  the  Hopkinson  rate  applies  to  current  delivered  to 
the  customer's  premises  after  transformation  has  taken  place,  the 
question  immediately  arises  as  to  whether  or  not  all  of  the  costs 
have  been  included  up  to  that  point,  and  if  so,  whether  it  will  be 
necessary  for  the  municipality  to  purchase  the  distribution  sys- 
tem.    ... 

831 — Purchase  by  Municipality. 

'Tt  will  appear,  from  the  explanations  made  above,  that  the  only 
question  of  importance  to  be  decided  is  that  relating  to  the  owner- 
ship of  the  distribution  system.  In  other  words,  the  question  put 
squarely  before  the  Commission  in  these  proceedings  is  whether  the 
right  to  do  a  public  utility  business  in  this  state  is  a  property  right, 
and,  if  so,  whether  such  right  is  contingent  upon  the  ownership  of 
the  physical  property.  If  the  municipality  is  permitted  to  effect 
the  arrangement  which  it  desires,  its  action  amounts  to  a  virtual 
taking  away  of  the  respondent's  franchise,  or,  right  to  do  business, 
and  the  assertion  of  ownership  over  that  business. 

"We  cannot  escape  the  conclusion  that  if  the  city  acquires  the  right 
to  sell  directly  to  the  consuming  public  at  Neenah  it  has  taken  some- 
thing of  \Si\ue  from  the  respondent.  Upon  what  basis  such  value 
is  to  be  determined  we  do  not  deem  it  necessary  to  decide  in  these 
proceedings.  This  question  becomes  irrelevant  when  we  have  once 
settled  as  a  fact  that  the  right  to  do  a  public  utility  business  in  this 
state  is  contingent  upon  the  ownership  of  the  physical  property. 

315.4 — Franchise  Value. 

"That  this  right  or  franchise  is  property  is  settled.  See  Joyce  on 
Franchises,  pp.  33  to  35.  Also,  Louisville  &  Jeffersonville  Ferrv 
Co.  vs.  Kentuckv,  138  U.  S.  385,  394;  Central  Pae.  Rd.  Co.  vs. 
California  162  U.  S.  91,  127;  Metropolitan  City  Rv-  Co.  vs.  Chicago 
West  Div.  Ry.  Co.,  87  111.,  317,  324;  People  ex  rel  Woodhaven  Gas 
Co.  vs.  Deehan,  153  N.  Y.,  528;  Cauble  vs.  Craig,  94  Mo.  App. 
675.     .     .     . 

"Before  the  present  era  of  regulation  of  public  service  company 
rates,  the  matter  of  the  valuation  of  franchises  was  brought  before 
the  court  in  taxation  and  condemnation  proceedings.  In  a  number 
of  states  by  statutory  provision  taxes  were  assessed  on  franchises 


6         Rate     Research  375 


as  separable  items  of  property,  and  each  separation  was  held  to  be 
justifiable  by  the  courts.  Recognition  of  this  distinct  form  of 
value  was  given  due,  no  doubt,  to  the  large  excess  of  the  total  value 
of  the  corporate  property  over  the  value  of  the  physical  elements  as 
such. 

"In  Wisconsin,  this  distinction  was  never  entered  into  by  the  legis- 
lature, and  the  Supreme  Court,  while  recognizing  the  right  of  the 
legislature  to  so  distinguish,  has  always  held  that  the  physical  and 
intangible  item  of  property  should  be  considered  as  an  entirety^ 
This  matter  has  been  brought  before  the  Court  in  taxation  cases, 
and  has  been  uniformly  decided  in  the  -manner  indicated  above. 
See  State  ex  rel  Milwaukee  St.  Ry.  Co.  vs.  Anderson,  90  Wis.  530; 
State  ex  rel  Ashland  Water  Co  vs.  Wharton,  115  Wis.  457;  Chicago 
&  N.  W.  R.  Co.  vs.  State,  123  Wis  553;  Fond  du  Lac  Water  Co.  vs. 
Fond  du  Lac,  82  Wis.  322;  Monroe  Water  Works  Co.  vs.  Monroe, 
110  Wis.  11;  Yellow  River  Imp.  vs.  Wood  Co.  and  another,  81  Wis. 
554.     .     .     . 

"In  Chicago  &  N.  W.  R.  Co.  vs.  State,  125  Wis.  553,  the  Court 
decided  that  the  value  of  railway  property  for  taxation  purposes 
was  not  to  be  considered  as  an  addition  of  physical  to  intangible 
value,  but  the  value  of  the  property  as  a  unit.  In  Washburn  vs. 
Washburn  W.  W.  Co.,  120  Wis.  575,  585,  the  Court,  after  referring 
to  a  number  of  cases  in  which  this  question  had  been  considered, 
said: 

"  '  .  .  .  An  examination  of  these  and  other  cases  decided  here, 
that  might  be  referred  to,  shows  that  it  has  been  as  firmly  established 
as  anything  can  be  by  judicial  determination,  that  all  the  property 
of  a  public  service  corporation,  such  as  appellant,  street  and  other 
railway  companies,  and  public  lighting  companies,  whether  real, 
personal  or  mixed,  in  the  ordinary  sense  of  those  terms,  including 
franchises  other  than  the  mere  right  to  be  a  corporation,  is  one 
entire  indivisible  thing;  that  all  the  parts  partake  of  the  nature  of 
the  franchise  from  which  springs  the  public  duty,  and  as  that  is 
deemed  to  be  personalty,  all  should  be  regarded  as  such.  In  that 
view  it  would  be  the  height  of  absurdity  to  consider  value  and  impose 
a  tax  upon  one  part  of  such  entire  thing  separate  from  the  rest. 
There  can  be  no  separation  without  destruction.  Therefore,  the 
s-eparate  value  of  the  parts  in  the  aggregate  would  not  necessarily 
approximate  to  or  be  any  legitimate  measure  of  the  value  of  all  the 
parts,  viewed  as  one  complete  machine,  so  t6  speak.  The  franchise 
by  itself  would  be  valueless.  The  plant  in  its  parts  as  realty  and 
personalty,  according  to  the  character  thereof,  irrespective  of  the 
combination  of  all  into  one  entire  thing  might  be  of  little  value,  and 
probably  would  be,  as  compared  to  what  they  would  represent  in 
the  new  form  produced  by  the  union  of  many  parts  into  one.    .    .     .' 

"This  Court  has  as  uniformly  held  that  the  legislature  might  direct 
that  a  separation  be  made  between  tangible  and  intangible  items  of 
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property.  See  C.  M.  &  St.  P.  Ry.  vs.  Janesville,  137  Wis.  7,  10; 
Yellow  River  Imp.  Co.  vs.  Wood  Countv  and  another,  81  Wis.  554, 
560,  562. 

"The  legislature,  however,  has  expressed  itself  as  favoring  the  treat- 
ing of  the  property  as  an  entirety.  Section  1037a  of  the  statutes 
enacted  in  1898  gave  expression  to  the  legislative  intent.  When  the 
tax  statutes  were  revised  in  1913,  this  policy  was  made  applicable 
to  all  water,  light,  heat  and  power  companies.  (See  section  51.  43, 
of  the  statutes  of  1913  at  page  845.)  In  both  of  those  sections  the 
assessors  are  directed  to  treat  all  property,  rights  and  franchises, 
'together  with  all  real  estate  used  in  such  business  and  necessary  to 
the  prosecution  thereof,'  as  personal  property  and  to  value  and  assess 
such  property  as  a  single  item. 

831 — Purchase  by  Municipality. 

"When  the  public  utility  statutes  were  enacted  in  1907,  this  Com- 
sion  was  directed  to  ascertain,  in  both  municipal  purchase  and  rate 
cases,  the  actual  value  of  all  the  property  'used  and  useful  for  the 
convenience  of  the  public' 

"The  Supreme  Court  of  the  State  has  interpreted  the  intent  of  the 
legislature  as  expressed  in  the  Public  Utility  statutes  as  against  the 
separation  of  tangible  and  intangible  elements  in  municipal  pur- 
chase and  other  cases.  In  connection  with  the  indeterminate 
feature  of  the  law  and  the  assignability  of  the  same,  that  court  said, 
in  Calumet  Service  Company  vs.  Chilton,  148  Wis.  334,  at  page  352: 

"  '  .  .  .  The  Wisconsin  Electric  Service  Company  as  found,  on 
the  21st  day  of  December,  1907,  became  the  owner  of  a  'license, 
permit  or  franchise,'  call  it  what  we  may,  from  the  State,  character- 
ized in  the  public  utility  law  as  an  indeterminate  permit,  of  the  scope, 
as  regards  the  privilege  feature,  of  the  Bink  franchise,  as  herein 
determined.  The  physical  things  in  use  in  connection  therewith, 
and  the  existing  business  to  which  the  privilege  was  referable,  all 
became  by  operation  of  law,  merged  in  the  single  thing,  the  public 
utility  property.  The  franchise,  in  such  circumstances,  is  the  prin- 
cipal thing  and,  in  general,  is  inseparable  from  the  rest.  The  latter 
really  partakes  of  the  nature  of  the  former.' 

"In  the  Appleton  Water  Works  case,  which  involved  the  matter  of 
municipal  acquisition,  the  same  Court,  in  connection  with  the  allow- 
ance made  by  this  Commission  for  the  Going  Value  of  the  plant, 
said : 

"  '  ,  .  .  The  value  of  the  plant  and  business  is  an  individual 
gross  amount.  It  is  not  obtained  by  adding  up  a  number  of  separ- 
ate items,  but  by  taking  a  comprehensive  view  of  each  and  all  of  the 
elements  of  property,  tangible  and  intangible,  including  property 
rights,  and  considering  them  all  not  as  separate  things,  but  as  in- 
separable parts  of  one  harmonious  entity  and  exercising  the  judg- 
ment as  to  the  value  of  that  entity.  .  .  .'  Appleton  Water  Works 
Co.  vs.  Railroad  Commission,  154  AVis.  121,  148. 
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112.1 — Indeterminate  Permit. 

"Under  the  public  utility  law  a  municipality  can  only  terminate  a 
franchise  or  indeterminate  permit  when  it  determines  to  acquire 
the  plant  of  the  public  utility,  and  then  it  must  pay  just  compensa- 
tion for  the  property  as  a  going  concern. 

"Even  if  the  city  could  lawfully  condemn  the  franchise  of  the  com- 
pany, it  would  not  be  benefitted  thereby  to  any  material  extent. 
As  the  franchise  is  essential  to  the  operation  of  the  property,  any 
damage  for  takmg  such  franchise  separate  and  apart  from  the  prop- 
erty would,  under  any  vahd  law,  result  in  requiring  the  municipality 
to  pay  the  difference  in  the  value  of  the  property,  including  the 
franchise  before  and  after  the  taking  of  the  franchise. 


315.1— Going  Value. 

"The  fundamental  proposition  is  that  something  of  value  is  being 
taken  from  the  respondent.  It  has  built  up,  at  some  expense,  no 
doubt,  a  somewhat  profitable  business  in  the  locality  under  review. 
If  the  city  acquires  the  business  thus  built  up,  what  is  to  become  of 
the  so-called  going  value  to  which  the  respondent  is  entitled  by  the 
ruling  of  practically  every  court  which  has  passed  upon  the  question. 

"The  city  may  argue  that  this  will  still  attach  itself  to  the  physical 
property  of  the  company,  and  inasmuch  as  the  city  proposes  to  buy 
current  at  wholesale  rates  from  the  same  utility,  its  value  will  not 
be  in  any  way  affected.     We  do  not  see  how  such  can  be  the  case. 

The  city,  in  its  proposed  action,  will  receive  the  business  of  the  com- 
pany in  the  way  of  an  established  retail  market  for  the  sale  of  current. 
It  obligates  itself  to  buy  current  from  the  respondent,  in  case  a  satis- 
factory contract  can  be  entered  into,  only  for  a  term  of  ten  years, 
according  to  its  plans  as  represented  in  a  letter  under  date  of  No- 
vember 4,  1914.  What  becomes  of  this  element  of  value  at  the  end 
of  the  ten  year  period  should  the  city  decide  not  to  purchase  from  the 
respondent  any  longer?  The  respondent  would  have  no  right  of 
action.  It  has  relinquished  all  its  right  to  do  business  in  the  City  of 
Neenah  as  soon  as  it  has  relinquished  its  franchise.  Even  its  distri- 
bution system  might  be  of  little  value,  for,  apart  from  its  franchise 
privileges,  it  has  no  right  to  the  use  of  the  streets  of  the  city,  and 
could  be  ordered  to  remove  its  poles  at  great  loss  in  value  at  the  end 
of  the  ten-year  period. 

340— Rate  of  Return. 

"But  even  granting  that  such  an  arrangement  could  be  effected  the 
city,  in  order  to  net  the  respondent  a  reasonable  return  on  its  Neenah 
business,  would  have  to  pay  interest,  taxes  and  depreciation  on  all 
the  property  devoted  to  the  public  use  in  that  city,  plus  the  actual 
cost  of  delivering  current  to  that  place.     No  advantage  would  accrue 
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to  the  city  which  could  not  be  secured  by  fiHng  with  this  Commission 
a  request  for  an  investigation  into  the  reasonableness  of  the  rates  of 
the  respondent. 

'The  city,  in  these  proceedings,  has  started  with  the  wrong  assump- 
tion. Merely  because  there  are  two  rates  on  file,  one  of  which  gives 
a  lower  per  unit  charge  for  certain  classes  of  business  than  does  the 
other,  the  assumption  is  not  warranted  that  either  rate  is  reasonable 
for  all  classes  of  business.  The  reasonableness  of  any  rate  for  any 
class  of  service  must  be  tested  according  to  the  principles  which  have 
been  explained  many  times  by  this  Commission. 

"The  most  vital  of  these  principles  are  that  the  utility  furnishing  the 
service  shall  receive  an  adequate  return  upon  its  property,  and  that 
the  consumer  shall  receive  his  service  at  a  reasonable  rate. 

''We  do  not  deem  it  a  part  of  these  proceedings  to  test  the  reason- 
ableness of  the  respondent's  rates  at  Neenah.  We  can  only  point 
out  that  the  city,  when  computing  the  net  revenue  under  the  Hopkin- 
son  schedule,  neglected  the  most  important  feature  of  public  utility 
rate  making — the  diversity  factor.  The  rate  referred  to  makes  a 
charge  for  the  demand  at  the  consumer's  premises,  and  is  not  designed 
for  the  accumulation  of  demands  at  the  Neenah  substation.  Nor 
is  the  output  feature  of  this  schedule  designed  so  as  to  permit  of 
cumulative  billing.  The  fact  that  the  total  of  all  of  the  consumer 
demands  is  larger  than  the  demand  at  the  substation  will  mean  a 
considerable  shrinking  in  the  respondent's  revenues.  Inasmuch  as 
the  question  of  rates  is  not  up  for  consideration,  we  do  not  feel 
justified  in  arbitrarily  enforcing  such  a  decrease  in  the  earnings  of 
the  Company.  Furthermore,  it  has  always  been  the  policy  of  this 
Commission  to  thoroughly  investigate  such  matters  before  reaching 
any  conclusion  as  to  rate  adjustments.     .     .     . 

831 — Purchase  by  Municipality. 

"We  conclude,  then,  that  it  is  not  possible  for  the  city  to  acquire 
the  business  of  the  respondent  without  purchasing  all  of  the  property 
used  and  useful  for  the  carrying  on  of  Neenah  business.  Neither 
does  it  appear  advisable  for  the  city  to  effect  this  arrangement  for 
no  economies  will  result. 

"Time  has  not  permitted  us  to  go  into  the  question  of  the  difficulties 
which  would  be  encountered  by  the  separate  ownership  of  plant 
and  business.  Needless  to  say  they  would  be  many.  Such  an 
arrangement  could  only  result  in  grave  differences  of  opinion  between 
city  and  company,  principally  in  matters  pertaining  to  extension  of 
lines.  Such  differences  usually  result  in  constant  litigation  and,  for 
this  reason,  should  not  be  encouraged. 

800 — Municipalities. 

"We  have  pointed  out  the  limitations  which  will  be  imposed  upon 
the  city  in  the  acquirement  of  the  plant  and  business  of  the  respond- 
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ent.  It  will  probably  be  in  point  to  note  what  course  of  action  is 
open  to  the  city  under  the  statutes.  This  matter  may  be  quickly 
disposed  of. 

"The  public  utility  law  provides  these  remedies  for  municipalities 
when  dealing  with  public  service  corporations:  1.  They  may  elect 
to  purchase  the  property  used  and  useful  to  the  operation  of  these 
utilities;  2.  They  may  apply  to  this  Commission  for  a  certificate  of 
necessity  and  convenience  to  allow  a  second  or  competing  utility  to 
enter  their  boundaries;  3.  They  may  apply  to  this  Commission 
for  an  order  prescribing  reasonable  rates. 

"Contrary  to  public  opinion  generally,  these  provisions  of  the  statute 
afford  as  adequate  remedies  as  were  afforded  to  municipalities  pre- 
vious to  its  passage.  The  state  policy  has  been  shifted,  however,  so 
as  to  place  more  emphasis  on  the  adjusting  of  rates  than  on  the  intro- 
duction of  competition.  The  full  intent  of  this  feature  of  the  statute 
is  ably  presented  in  Calumet  Service  Co.  vs.  Chilton,  143,  Wis.,  334. 

"Stipulation  was  made  at  the  time  of  the  hearing  that,  if  this  Com- 
mission should  decide  adversely  to  the  city,  it  should  proceed  imme- 
diately to  an  investigation  of  the  reasonableness  of  respondent's 
rates.  Accordingly,  a  notice  of  investigation  of  such  rates  is  being 
sent  to  both  parties  in  this  case." 


PENNSYLVANIA 


132 — Protection  From  Competition. 

Petition  of  the  Borough  of  Avoca  For  a  Certificate  of  Public  Con- 
venience and  Necessity  Approving  Franchise  Contract  and  Lighting 
Contract  With  The  Avoca  Borough  Electric  Light  Company.  De- 
cision of  the  Pennsylvania  Public  Service  Commission,  Dismissing 
the  Petition,  January  21,  1915. 

The  Scranton  Electric  Company  has  been  furnisliing  electric  service 
in  the  Borough  of  Avoca  including  the  supply  of  en(Mg\-  for  street 
lighting.  Prior  to  the  expiration  of  the  street  lighting  contract  held 
by  the  Scranton  Company,  the  Borough  of  Avoca  advertised  for  bids 
for  supplying  this  service  and  the  Avoca  Borough  Electric  Light  Com- 
pany offered  rates  somewhat  lower  than  those  l)id  by  the  Scranton 
Company  and  an  ordinance  was  passed  directing  that  the  Borough 
enter  into  a  contract  for  lighting  its  streets  with  the  Avoca  Borough 
Electric  Light  Company  for  a  period  of  fi\e  years.  An  ordinance  was  also 
approved,  granting  the  same  company  a  franchise  for  furnishing  light, 
heat  and  power.     The  Borough  of  Avoca  applied  to  the  Commission 
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for  approval  of  this  contract  and  ordinance.  The  Scranton  Company 
entered  a  protest  alleging  that  public  convenience  and  necessity  does 
not  require  a  second  company  to  enter  the  field  which  plaintiff  is  already 
serving.     The  Commission  says: 

"Upon  this  state  of  facts,  the  Commission  is  unable  to  find  that 
the  approval  of  the  proposed  contract  is  'necessary  or  proper  for 
the  service'  of  the  public  or  is  likely  to  be  of  permanent  benefit  to 
the  people  of  Avoca.  This  Borough  is  not  of  sufficient  size  to  sus- 
tain two  systems  of  supply  profitably.  On  the  one  side  is  a  well- 
established  and  long  maintained  system,  with  the  facilities  and  the 
financial  ability  to  furnish  an  adequate  supply.  On  the  other  is  a 
recently  organized  partnership  with  no  plant,  which  has  offered  to 
supply  light,  heat  and  power  for  a  less  sum,  but  so  far  as  the  testi- 
mony shows,  without  any  of  the  means  which  would  enable  it  to 
carry  out  its  contract.  Any  failure  on  the  part  of  the  protestant 
to  furnish  a  proper  supply  or  any  charge  of  unreasonable  rates,  if 
supported,  is  a  matter  which  can  be  corrected  by  the  Commission 
upon  its  presentation  to  them.     .     .     . 

"For  these  reasons  it  is  the  opinion  of  the  Commission,  that  the 
proposed  contract  ought  not  to  be  approved,  and  that  its  application 
ought  to  be  dismissed.     An  order  will  accordingly  issue." 


CALIFORNIA 


226.5— Extension  of  Service. 

Apphcation  of  the  Pacific  Gas  and  Electric  Company  For  the 
Approval  of  Agreement  for  Extension  of  Service.  Decision  of  the 
California  Railroad  Commission,  Approving  the  Terms  of  the  Agree- 
ment, January  13,  1915. 

The  contract  which  the  company  asked  to  be  approved  provides  for 
the  extension  of  the  company's  lines  to  serve  certain  consumers.  The 
consumers  are  to  furnish  part  of  the  necessary  new  construction  and 
to  guarantee  an  annual  minimum  payment  to  the  petitioner.  It 
appears  that  the  new  consumers  would  not  furnish  adequate  revenue 
on  the  proposed  extension  at  the  company's  regular  rates.  The  Com- 
mission approves  of  the  contract  in  question,  but  defines  its  position 
as  follows: 

"While  I  am  of  the  opinion  that  under  the  circumstances  of  this 
particular  case  it  may  not  be  fair  to  petitioner  to  require  that  this 
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service  be  undertaken  entirely  at  petitioner's  expense,  I  wish  it  to 
be  distinctly  understood  that  this  Commission  does  not  consider  it 
necessary  or  possible  that  each  service  extension  shall  be  uniformly 
profitable,  or  that  there  be  no  unprofitable  extensions.  Inasnmch 
as  rates  for  electric  service  are  made  for  average  conditions,  it  must 
be  perfectly  obvious  that,  if  the  rates  for  a  given  class  of  service 
are  as  a  whole  remunerative,  these  rates  must  provide  for  both  that 
business  which  is  more  profitable  and  that  which  is  less  profitable 
than  the  average.  The  extremes  in  either  direction  undoubtedly 
include  business  which  is  so  profitable  as  almost  to  warrant  a  special 
classification  at  lower  rates  and  business  which  is,  temporarily,  at 
least,  an  actual  burden  upon  other  consumers  of  the  same  class.  In 
view  of  these  facts,  it  will  be  evident  that,  if  all  unprofitable  business 
is  to  be  eliminated,  the  rates  which  may  have  been  reasonable  there- 
tofore must  be  reduced,  to  compensate  for  the  reduced  cost  of 
service." 


REFERENCES 

INVESTMENT  AND  RETURN 


310 — Valuation. 

Appraisement  of  Small  Electric  Properties,  by  Edwin  D.  Dreyfus. 
5^  pages  (Continued).  Electrical  Review  and  Western  Electriciaji, 'March. 
6,"  1915,  p.  433. 

The  writer  emphasizes  the  importance  to  a  public  utility-  company  of  having  a 
vahiation  of  its  property  prepared  and  kept  up-to-date.  If  a  company  can  afford 
to  employ  or  retain  experts  on  this  work,  it  would  be  obviously  desirable  in  all 
cases.  If  a  company  is  adverse  to  incurring  expense  for  a  valuation  vmtil  the 
necessity  arises,  it  should  at  least  proceed  with  a  careful  and  complete  inventory 
of  its  property,  with  adequate  arrangement  to  make  the  inventory  perpetual  or 
cumulative  and  with  a  fair  understanding  of  what  constitutes  unit  costs.  The 
article  proceeds  to  outline  a  method  to  be  followed  in  the  making  of  such  an 
inventory. 

313— Unit  Prices. 

Unit  Costs,  by  W.  F.  Sloan.  Read  Before  the  Annual  Convention  of 
the  National  Independent  Telephone  Association,  Chicago,  February  3 
to  5,  1915. 

The  selection  of  unit  costs  to  be  used  in  determining  the  original  cost  or  the  re- 
production cost  new  of  a  public  utility  property  is  discussed.  Any  general  basis  for 
making  up  unit  costs  must  be  adapted  to  the  conditions  governing  in  any  particular 
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case,  and  must  be  further  modified  to  reflect  the  general  trend  of  prices  in  any 
particular  class  of  property.  The  most  important  factors  which  must  be  con- 
sidered in  the  preparation  of  comprehensive  unit  costs  are  discussed  under  the 
following  headings:  selection  and  inspection  of  material  (including  traveling 
expenses);  freight  and  transportation;  handling,  cartage  and  storage;  distribution 
and  installation;  testing;  and  restoration  of  premises. 


PUBLIC  SERVICE  REGULATION 


252 — Commission  Annual  Reports. 

Report  of  the  New  York  Public  Service  Commission  (ID),  For  the 
Year  Ending  December  31,  1913,  Volume  1,  1,200  pages. 

A  summary  of  the  Commission's  work  for  the  year  1913  is  given  in  this  report 
together  with  the  usual  information  and  data  contained  in  the  annual  reports  of 
this  Commission. 

Appendix  F  gives  in  full  the  report  on  Public  Service  Regulation  in  Great  Britain, 
by  Robert  H.  Whitten,  which  was  reported  in  5  Rate  Research  61. 

226.5 — Standards  of  Service. 

Annual  Report  of  the  Director  of  the  Bureau  of  Standards  to 
THE  Secretary  of  Commerce,  For  the  Year  Ending  June  30,  1914. 

The  report  contains  an  account  of  the  work  of  the  electrical  department  of  the 
Bureau  of  Standards.  The  electric  department  has  been  conducting  laboratory 
work  and  testing,  and  has  furnished  information  to  the  government,  to  various 
associations  and  to  the  public.  The  department  has  been  of  assistance  in  the 
working  out  of  definitions,  in  the  making  of  various  tests,  and  in  the  fixing  of  stand- 
ards for  gas  and  electric  service.  In  regard  to  the  requirements  imposed  upon 
electric  light  and  power  companies,  the  report  says: 

"As  the  requirements  that  can  fairly  be  made  vary  under  different  conditions, 
and  as  there  has  been  relatively  little  e.xperience  so  far  in  the  enforcement 
of  some  of  these  requirements,  there  is  ample  room  for  study  by  the  Bureau, 
this  study  including  consultation  with  a  great  many  operating  companies  and 
the  collection  of  results  obtained  under  various  kinds  of  regulatory  ordinances. 

"The  feasibility  of  making  rec}uirement  of  this  kind  in  the  case  of  the  smaller 
utilities  is  a  question  deserving  careful  study.  The  extent  to  which  automatic 
voltage  regulators,  recording  voltmeters,  pressure  wires  and  instrument  and 
meter-testing  outfits  can  be  utilized  by  such  small  companies  without  undue 
hardship,  and  possibly  a  resulting  detriment  to  their  customers,  is  a  question 
of  great  practical  importance  and  we  are  planning  to  give  considerable  attention 
to  it  during  the  next  fiscal  j^ear." 

782 — Lamp  Efficiency. 

Glare  as  a  Factor  in  Street  Lighting,  by  Arthur  J.  Sweet,  5  pages, 
Electric  Review  and  Wester7i  Electrician ,  March  6,  1915,  p.  439. 

An  account  is  given  of  the  extensive  research  into  the  question  of  "glare''  as  a 
factor  in  street  lighting  which  was  conducted  during  the  summer  of  1914,  at  ]\Iad- 
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ison,  Wisconsin.  The  work  was  carried  on  under  the  direction  of  the  Wisconsin 
Raihoad  Commission  with  the  co-operation  of  the  electrical  engineering  depart- 
ment of  the  University  of  Wisconsin. 


MUNICIPALITIES 


840 — Public  Operation. 

Go\'ERNMENT  INSURANCE,  Editorial.  The  Economist,  March  G,  1915, 
p.  394. 

The  editorial  comments  on  the  experience  of  the  government  in  conducting  a  war 
risk  insurance  bureau,  and  raises  the  question  as  to  how  far  it  is  advisable  for  the 
government  to  undertake  private  enterprises.  The  government  took  risks  on 
vessels  crossing  the  ocean  at  lower  rates  than  experienced  underwriters  considered 
legitimate  and  has  incurred  the  loss  of  the  bulk  of  the  bureau's  earnings.  The 
writer  says: 

"The  competition  of  the  government  with  private  enterprise  has  not  been 
serious  in  this  instance  but  one  might  imagine  many  lines  of  business  in  which 
cruel  losses  would  be  inflicted.  There  was  a  possible  reason  for  the  entry  of 
the  government  on  the  express  business,  costh'  as  it  has  been  to  the  companies, 
but  it  is  about  time  for  the  coimtry  to  return  to  the  primary  ideas  on  that 
subject.     We  are  in  danger  of  rumiing  into  many  grave  abuses." 


GENERAL 


910— Promotion  and  Growth  of  Business. 

The  Use  of  Electricity  on  Ontario  Farms.  2  pages.  Commerce 
Repwts,  March  4,  1915,  p.  886. 

In  connection  with  the  hydroelectric  development  imder  the  Hydroelectric  Com- 
mission of  the  Province  of  Ontario,  the  Provincial  Legislature  passed  a  law. 
entitled  "The  Power  Commission  Act,"  the  object  of  which  was  to  facilitate  the 
distribution  of  electrical  energy  among  the  rural  districts.  The  Commission 
instituted  an  extensive  educational  campaign  bringing  to  the  attention  of  the 
farmers  the  benefits  to  be  obtained  from  the  use  of  cheap  electric  power  on  the 
farm.  The  demand  for  this  class  of  service  has  increased  rapidly,  and  the  economy 
in  the  use  of  electric  current  as  compared  with  other  power  on  the  farm  has  been 
demonstrated.  The  report  states  that  the  scarcity  of  farm  labor  in  Ontario 
which  has  been  aggravated  by  the  withdrawal  of  many  young  men  from  farm 
work  for  military  purposes,  has  naturally  caused  the  farmer  to  inquire  into  other 
sources  of  power  to  assist  him  in  his  work,  and  the  successful  use  of  electricity 
bj'  the  farmers  of  lower  Ontario  has  induced  others  to  consider  the  utility  and 
economy  of  such  installation. 
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COURT  DECISION  REFERENCES. 

242.3— Subpoenas  and  Witnesses. 

United  States  v.  Skinner  et  al.  Decision  of  the  United  States 
District  Court,  S.  D.,  New  York,  December  31,  1914.     218  Federal 

870. 

The  question  is  discussed,  in  this  case,  as  to  whether  or  not  witnesses  testifying 
before  the  Interstate  Commerce  Commission  can  claim  immunity  under  the  "pro- 
vision of  the  Interstate  Commerce  Act  which  reads: 

"But  no  person  shall  be  prosecuted  or  subjected  to  a  penalty  or  forfeiture  for 
or  on  accoimt  of  any  transaction,  matter  or  thing  concerning  which  he  may 
testify  or  produce  evidence,  documentary  or  otherwise,  before  said  Commis- 
sion, or  in  obedience  to  its  subpoena,  or  the  subpoena  of  either  of  them,  or  in 
any  such  case  or  proceeding." 

The  court  held  that  the  provision  was  enacted  to  make  available  testimony  that 
was  unavailable  because  of  the  privilege  of  silence  conferred  by  the  terms  of  the 
fifth  amendment  to  the  Constitution. 

"In  view  of  the  purpose  of  Congress  in  enacting  the  Immunity  Act,  viz.,  to 
make  available  compulsory  incriminating  testimony,  and  to  remove  the  ob- 
stacle to  the  use  of  such  testimony,  and  in  view  of  the  fact  that  the  only  obstacle 
to  the  disclosure  of  such  testimony  that  needed  removal  was  that  presented 
by  the  fifth  amendment,  and  that  it  applied  only  in  favor  of  witnesses  who 
assert  their  constitutional  privilege,  and  so  are  in  the  attitude  of  being  com- 
pelled to  testify,  and  does  not  apply  to  those  who  testify  without  asserting 
their  privilege,  and  who  are  in  the  attitude  of  vokmtary  witnesses,  I  think  the 
immunity  should  be  limited  to  the  class  of  witnesses  in  whose  favor  alone  the 
obstacle  existed,  i.  e.,  those  who  assert  their  privilege  to  decline  to  answer 
upon  the  constitiitional  groimd  of  a  tendency  to  incriminate." 

831 — Purchase  by  Municipality. 

City  of  Des  Moines  v.  Des  Moines  Water  Co.  et  al.  Decision  of 
the  Iowa  District  Court,  218  Federal  939. 

The  City  of  Des  Moines  instituted  a  condemnation  proceeding  for  the  purpose  of 
accjuiring  the  water  plant  of  the  respondent  company.  The  condemnation 
court,  which  fixed  the  value  of  the  company's  plant,  fixed  the  time  for  the  payment 
by  the  city  and  the  taking  over  of  the  property  of  the  company.  The  city  failed 
to  secure  the  necessary  authority  for  the  issuance  of  bonds  for  the  purchase  of 
the  property,  and  applied  for  a  modification  of  the  condemnation  decree  and  for 
an  extension  of  time  for  payment.  The  statutes  of  Iowa  do  not  fix  the  time  within 
which  the  amount  of  an  award  in  a  condemnation  proceedings  must  be  paid.  The 
court  holds: 

"There  can  be  no  doubt  that,  in  the  absence  of  statute,  the  court,  by  agree- 
ment or  otherwise,  may  fix  the  time  of  payment  at  the  time  of  the  judgment; 
and,  when  it  does  so,  the  time  fixed  and  incorporated  in  that  judgment  becomes 
as  much  a  part  of  it  as  the  award  itself. 

"If,  then,  the  judgment  in  this  respect  is  final,  no  change  or  modification  can  be 
made,  after  the  term  in  which  it  has  been  rendered,  which  may  substantially 
vary  or  affect  it  in  any  material  thing."     .     . 

"We  may  well  conceive  that  certainty  as  to  the  time  of  performance  and  of 
the  enjoyment  of  the  amoimt  awarded  may  be  of  material  importance  to  the 
defendant  company.  The  reasonableness  of  the  award  itself  may  depend,  in 
some  substantial  measure,  upon  the  time  of  its  payment." 

The  application  for  an  extension  of  time  is  denied. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
IDAHO 

720— Rate  Schedules. 

Reduction,  on  the  Commission's  Own  Motion,  of  Rates  Now  Charged 
by  Certain  Electrical  Corporations  Operating  in  Southwestern  Idaho. 
Decision  of  the  Idaho  Public  Utilities  Commission.  Februarj-  27, 1915. 

"From  an  examination  of  the  schedules  on  file  with  the  Commission, 
it  appears  that  the  Idaho-Oregon  Light  &  Power  Company,  and  the 
Idaho  Railway  Light  &  Power  Company,  electrical  corporations, 
furnishing  current  for  lighting,  heating,  power  and  other  purposes 
in  certain  cities,  villages  and  communities  in  southwestern  Idaho, 
to-wit:  Eagle,  Star,  Middleton,  Parma,  Emmett,  New  Plymouth, 
Payette  and  Woiser,  and  adjacent  and  intervening  territory,  are 
charging  rates  which  are  excessive  and  discriminatory  as  compared 
with  rates  paid  by  other  cities,  villages  and  communities  in  the 
State  of  Idaho,  similarly  located,  and,  it  appears  from  the  location 
of  the  power  sites  and  transmission  lines  of  said  electrical  corporations 
that  there  is  no  reason  why  the  rates  and  charges  made  by  them  for 
residential  and  commercial  lighting  and  for  domestic  cooking  hi  said 
cities,  villages  and  communities,  should  not  be  reduced  so  as  to 
eliminate  the  apparent  discrimmation." 

The  Commission  concludes  that  the  corporations  should  be  required 
to  file  with  the  Commission  and  put  in  effect  a  new  schedule  of  rates 
for  the  above  cities  and  villages,  that  will  be  more  reasonable  and  will 
eliminate  the  apparant  discrimination.  The  Commission  finds  that 
the  rates,  given  below,  afford  substantial  reductions  in  the  rates  now 
in  effect,  would  eliminate  the  apparent  discrimination  and  would  ho 
reasonable. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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The  Companies  are  ordered  to  put  the  new  rates  in  effect  as  of  April  1, 
1915,  or  appear  before  the  Commission  and  show  cause  on  or  before 
March  20,  why  they  should  not  be  required  to  file  and  establish  this 
schedule  of  charges  for  the  places  above  mentioned. 


COMMERCIAL  AND  RESIDENCE  LIGHTING. 

Rate. 

9  cents  per  kilowatt-hour  for  the  first  20  kilowatt-hours  of  current  consumed 
per  month. 

8  cents  per  kilowatt-hour  for  the  next  30  kilowatt-hours  of  current  consumed 
per  month. 

7  cents  per  kilowatt-hour  for  the  next  40  kilowatt-hours  of  current  consumed 
per  month. 

6  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hours  of  current  consiuned 
per  month. 

5  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  of  current  consumed 
per  month. 

4  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  of  current  consumed 
per  month. 

3  cents  ])er  kilowatt-hour  for  the  next  500  kilowatt-hours  of  current  consumed 
per  mouth. 

2  cents  per  kilowatt-hour  for  all  additional  current  consumed  per  month. 

Minirrmm  Charge. 

$1.00  per  month  per  meter. 

Delayed  Payment  Penalty. 

Ten  per  cent   (10%)  penalty  added  if  not  paid  on  or  before  the  10th  of  the 
month  following  that  in  which  the  service  is  rendered. 

DOMESTIC  COOKING. 

The  domestic  cooking  schedule  applies  only  when  the  connected  heating  load  in 
cooking  appliances  equals  or  exceeds  2,000  watts,  and  when  such  is  the  case,  small 
heating  and  single  phase  motor  appliances,  irons,  fans,  etc.,  may  be  used  on  the 
same  circuit  at  these  rates,  but  caimot  be  considered  as  a  part  of  the  coimected 
heating  load. 

Rate. 

3  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours  of  current  consumed 
per  month. 

2^  cents  per  kilowatt-hour  for  all  over  50  kilowatt-hours  of  current  consumed 
per  month. 

Miniraum  Charge. 

$1.00  per  month  per  meter. 

Delayed  Payment  Penalty. 

Ten  per  cent  (10%)  penalty  added  if  not  paid  on  or  before  the  10th  of  the 
month  following  that  in  which  the  service  is  rendered. 
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CALIFORNIA 

224.5 — Rates  Fixed  by  Contract. 

Application  of  the  Half-Moon  Bay  Light  and  Power  Company  for 
Permission  to  Increase  Certain  Contract  Rates.  Decision  of  the 
California  Railroad  Commission,  Authorizing  New  Rates,  November 
27,  1914. 

The  Half-Moon  Bay  Light  and  Power  Company  applied  for  authority 
to  increase  the  rates  at  which  electric  energy  is  supplied  to  E.  B.  and 
A.  L.  Stone  Company.  Electric  energy  is  at  present  served  by  the 
Power  Company  to  the  Stone  Company  under  a  contract  entered  into 
for  a  term  of  six  years.     The  decision  says: 

''In  asking  the  Commission  to  authorize  applicant  to  charge  the 
Stone  Company  rates  in  excess  of  those  specified  in  the  contract, 
applicant  alleges  that  the  contract  rates  are  noncompensatory;  that 
they  do  not  pay  the  actual  out  of  pocket  cost  incurred  in  supplying 
electric  energy  to  the  Stone  Company;  that  the  contract  was  made 
with  a  misunderstanding  of  its  effect  and  that  the  power  company 
would  never  have  entered  into  the  contract  had  it  realized  that  the 
rates  therein  specified  were  noncompensatory.  The  Stone  Company 
appeared  in  opposition  to  the  application,  claiming  that  it  has,  at 
great  expense,  in  reliance  upon  this  contract,  altered  its  plant  from  a 
gas  engine  installation  to  an  electric  service;  that  a  raise  in  the 
contract  rate  will  require  an  abandonment  of  this  electric  service; 
that  contracts  have  been  made  for  the  sale  of  rock  and  sand  at  prices 
which  were  based  on  the  existing  contract  rate  for  power;  that  the 
contract  for  power  was  made  at  arm's  length,  and  that  it  will  be  a 
great  hardship  on  the  Stone  Company  if  the  power  company  is 
allowed  to  increase  its  rates  as  requested. 

''This  Commission  has  jurisdiction  in  proper  cases  to  alter  or  modify 
the  rates  at  which  a  public  service  company  has  contracted  to  supply 
service.  If  the  contract  rates  are  unreasonably  high,  the  Commission 
has  the  power  to  direct  that  service  be  supplied  at  a  less  rate.  Like- 
wise, if  the  contract  rates  are  unreasonably  low,  the  Commission 
has  the  power  to  authorize  an  increase  in  those  rates.  The  Com- 
mission will,  however,  be  slow  to  alter  a  contract  rate,  when  the  con- 
tract has  been  entered  into  at  arm's  length  and  in  absolutely  good 
faith.  In  such  cases  it  must  be  conclusively  established  that  the 
contract  rate  is  either  noncompensatory  or  excessive.  In  the 
present  proceeding  the  equities  of  the  parties  are  before  the  Com- 
mission and  are  unquestionably  in  favor  of  the  Stone  Company. 
So  far  as  proper  this  fact  Avill  be  given  consideration  in  determining 
the  rates  to  be  charged  that  company.  No  individual  rate  should 
be  allowed  to  stand,  however,  if  it  is  so  low  as  to  unjustly  burden 
the  remaining  consumers." 


390  6  Rate     Research 


The  Commission  establishes  new  rates  for  the  service  which  are  an 
increase  over  those  fixed  by  the  contract,  but  are  lower  than  the  rates 
applied  for  by  the  power  company. 


MASSACHUSETTS 

300 — Investment  and  Return. 

Northampton  Gas  Petition.  Decision  of  the  Massachusetts  Board 
OF  Gas  and  Electric  Light  Commissioners,  Fixing  the  Maximum 
Price  of  Gas  Sold  bv  the  Northampton  Gas  Light  Company.  January 
30,  1915. 

A  complaint  by  the  mayor  of  the  city  of  Northampton  alleged  that  the 
price  of  gas  of  the  Northampton  Gas  Company  is  unreasonable.  After 
considering  the  valuations  submitted,  proper  allowances  for  operating 
expense  and  rate  of  return,  the  Board  recommends  a  reduction  in  the 
maximum  net  price  from  $1.10  to  $1.00  a  thousand  cubic  feet. 

310— Valuation. 

Both  parties  submitted  valuations,  which  are  briefly  reviewed  by  the 
Board. 

311— Basis  of  Valuation. 

The  Board  discusses  the  question  of  a  proper  rate  making  basis,  as 
follows : 

"Under  some  circumstances  the  market  value  of  the  company's 
stock  might  offer  an  indication  of  the  value  of  its  property.  In 
this  case,  however,  ever  since  the  purchase  of  its  stock  by  the  Massa- 
chusetts Lighting  Companies  in  1910  at  a  large  premium,  the  stock 
has  been  withdrawn  from  the  market  and  held  as  one  of  the 
assets  against  which  the  securities  of  that  association  have  been 
issued.  There  is  consequently  no  present  established  market  value 
for  this  company's  stock.  •  . 

"The  testimony  in  this  case,  which  has  been  briefly  and,  as  the  Board 
believes,  fairly  described,  exhibits  the  usual  irreconcilable  results 
reached  by  experts  valuing  property  by  the  reproductive  method  in 
rate  cases,  and  who  of- necessity  realize  the  importance  of  the  result 
to  their  respective  employers.  But  if  a  valuation  was  made  free 
from  all  bias,  it  too  would  have  to  be  based  upon  premises  and  ex- 
periences open  to  wide  range  of  debate.  Even  then  its  only 
purposes  would  be  to  ascertain  a  figure  upon  which  a  return  might 
be  computed,  with  only  such  aid  in  dealing  with  the  rate  of  such 
return  as  is  afforded  by  the  demands  of  investors  with  respect  to 
securities  which,  in  their  turn,  have  little  or  no  relation  to  such  valu- 
ation of  the  property  which  they  represent. 
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"There  is  broader,  and  the  Board  beheves  firmer,  fjround  upon 
which  the  disposition  of  this  case  may  properly  rest.  TliroufrJioul 
the  history  of  this  company,  the  laws,  deliberately  adopted  and  con- 
sistently pursued,  have  provided  a  definite  scheme  for  the  regulation 
of  the  gas  companies.  Its  foremost  characteristic  has  been  and  still 
is  a  purpose  to  restrict  the  original  issue  of  capital  stock  to  the  actual 
investment  made  by  the  stockholders,  to  prohibit  stock  dividends,  and 
to  limit  additional  stock  or  bonds  to  such  amountvS  only  as  are  reas- 
onably necessary  for  the  purpose  for  which  the  same  are  authorized, 
and,  in  the  case  of  stock,  are  required  to  realize  the  requisite  amount 
of  money  in  view  of  market  conditions, — all  with  a  view  to  keeping 
down  the  dividend  burden  which  the  public  must  meet  in  the  rates 
charged.  It  cannot  be  successfully  claimed  that  these  laws  are  in 
themselves  confiscatory,  or  operate  to  deprive  the  companies  to 
which  they  apply  of  their  property  without  due  process  of  law  or  of 
the  equal  protection  of  the  laws.  Neither,  in  the  opinion  of  the 
Board,  can  any  sound  judgment  be  reached  of  the  fair  return  to  be 
allowed  upon  a  property  acquired  under  a  franchise  granted  and 
exercised  under  such  restrictions  and  limitations,  if  their  beneficial 
purpose  is  to  be  utterly  ignored.  This  would  be  to  observe  one  rule 
during  the  development  of  a  company's  capacit}'  to  provide  adequate 
service  at  reasonable  rates,  and  to  test  its  effect  by  another  and 
quite  inconsistent  rule.  And  yet,  obviously,  this  may  be  the  result 
if  valuations  are  relied  on  as  the  sole  primary  and  determining  factor 
in  rate  cases. 

"A  reasonable  return  under  a  policy  so  clearly  declared  and  long 
continued  is  not  perhaps  susceptible  of  an  absolute  determination, 
and  may  be  such  an  amount  to  be  realized  from  the  conduct  of  the 
business  as,  after  providing  for  all  other  necessary  and  proper  cor- 
porate requirements,  will  permit  a  reasonable  dividend  to  the  stock- 
holders. The  reasonableness  of  such  return  is  to  be  related  not 
merely  to  what  may  be  regarded  as  the  value  of  the  property  but  to 
the  legitimate  capital  stock  outstanding  and  representing  such 
property,  whose  value  is  usually  appreciably  greater  or  less  than  the 
par  value  of  the  capital  stock,  but  rarely,  if  ever,  identical  with  it. 
Where  it  appears  to  be  greater,  it  ^^^ll  be  found  to  be  due  either  to 
investment  in  plant  out  of  income  or  to  some  unearned  increment 
of  value  in  the  plant  from  causes  arising  outside  of  the  corporation 
itself.  The  manner  in  which  such  value  has  been  created,  the  policy 
pursued  in  the  issue  of  securities,  the  intelligence,  honesty  and  pru- 
dence of  the  management, — all  have  an  important  bearing  on  the 
amount  of  the  return  divisible  among  the  stockholders,  and  of 
necessity  will  lead  to  apparently  different  results  in  different  com- 
panies and  in  the  same  company  at  different  times.  This  is  the  only 
policy,  having  due  regard  to  a  proper  reward  for  efficiency,  which 
seems  to  the  Board  to  afford  an  effective  stimulus  to  a  recognition 
by  managements  of  the  common  interests  of  both  stockholders  and 
consumers. 


392  6  Rate     Researc 


"It  is  true  that  courts  have  decided  rate  cases  in  which  little  or 
no  evidence  was  offered  save  with  respect  to  the  values  of  the  prop- 
erties involved  based  upon  their  reproductive  costs.  But  they  have 
not  yet  said  that  this  is  the  only  test  or  even  that  the  trial  court  or 
the  public  board,  whose  action  is  questioned,  must  reach  and  state 
a  definite  finding  as  to  value.  Other  elements  have  been  expressly 
enumerated  as  'matters  of  consideration  ,  .  .  to  be  given  such 
weight  as  may  be  just  and  right  in  each  case.'  A  price  is  to  be  held 
confiscatory,  if  at  all,  because  it  may  fairly  be  expected  in  its  effect 
upon  the  future  business  to  operate  to  deprive  the  company  of  the 
reasonable  earning  power  o^  its  property.  It  is  illogical  to  capital- 
ize earning  power  as  a  test  of  value  when  the  basis  of  earning  power, 
the  rate  or  price,  is  itself  in  question.  But  it  is  equally  fallacious  to 
assert  broadly  that  cost  of  reproduction  is  the  sole  controlling  test 
of  earning  power,  especially  when  the  price  yields  all  that  the  capital 
employed  under  the  restrictions  and  limitations,  which  have  been 
described,  has  ever  required.  In  this  proceeding  the  issue  is  the  price 
to  be  hereafter  charged  by  this  company,  and  the  value  or  original 
cost  of  its  property,  the  market  value  of  its  stock,  or  any  of  the  other 
factors  which  have  been  considered,  are  important  only  so  far  as 
together  they  aid  to  a  correct  conclusion  as  to  a  price  which  shall  be 
fair  alike  to  the  company  and  the  public.  Of  necessity  this  conclu- 
sion must  rest  until  vindicated  by  experience,  not  in  a  mathematical 
demonstration,  but  in  the  exercise  of  a  sound  judgment." 

340 — Rate  of  Return. 

"Since  the  company  began  making  returns  to  the  Board  in  1885,  it 
has  never  failed,  except  in  1887,  when  it  paid  6,  to  pay  a  dividend  of 
at  least  8  per  cent.  In  a  number  of  years  prior  to  1908  dividends  in 
substantial  excess  of  8  per  cent  were  paid.  In  1908  its  dividend 
rate  was  raised  to  10,  and  in  1909  to  12  per  cent.,  a  rate  since  main- 
tained, with  a  large  extra  dividend  in  1912.  Notwithstanding  these 
dividends,  a  considerable  proportion  of  the  amount  expended  upon 
additions  and  extensions  to  its  plant  and  property  during  this 
period  has  been  provided  from  the  earnings.      .     .     . 

"At  the  hearings  it  was  contended,  in  behalf  of  the  city,  that  the  net 
'  cost  of  gas  supplied  to  customers  was  unreasonably  high.  By 
reductions  in  certain  items  relating  to  the  cost  of  coal,  office  rent, 
management  and  distribution  expenses,  and  in  the  allowance  for 
repairs,  renewals  and  depreciation,  it  was  claimed  that  the  cost 
could  be  so  reduced  that  at  a  price  of  95  cents,  with  no  increase  in 
output,  there  would  still  be  earnings  available  for  dividends  sufficient 
to  pay  8  per  cent  on  the  outstanding  capital  stock." 

352 — Expense. 

The  city  offered  evidence  to  show  that  various  items  of  operating  ex- 
pense are  excessive. 

"Some  adverse  comment  was  also  directed  in  behalf  of  the  city  to 
the  rentfofiJthe  office  and  apphance  store,  but  the  Board  sees  no 
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reason  for  considering  this  an  unreasonable  operating  expense,  al- 
though, to  the  extent  to  which  this  office  is  used  as  an  appliance 
store,  the  rent  seems  to  be  an  expense  connected  with  the  sale  of 
appliances,  and  only  the  net  loss,  if  any  incurred  thereby,  should  be 
introduced  as  an  operating  expense,  a  practice  which  now  seems  to 
have  been  adopted  by  the  company." 

A  table  is  given  showing  the  increase  in  expense  under  the  present 
management  as  compared  with  the  expense  for  former  years. 

"It  is  doubtless  true  that  while  this  .comparison  is  not  conclusive 
evidence  that  the  company's  present  operating  expenses  are  excessive 
in  this  respect,  yet  it  throws  the  burden  upon  the  new  management 
to  justify  the  increase.  The  Board  is  of  the  opinion  that  this  burden 
was  not  sustained,  and  its  investigation  makes  clear  that  not  only  are 
these  costs  higher  than  experience  shows  is  necessary  for  skillful  and 
efficient  management,  but  that  the  association,  by  the  device  of  the 
management  company,  is  in  fact  making  an  unwarrantable  profit 
on  the  services  of  those  actually  engaged  in  the  management  of  the 
Northampton  Company.  The  Board,  in  a  similar  situation,  has 
observed  that  'the  management,  if  it  desires,  may  choose  between 
profits  and  a  high  operating  cost,  and  only  the  stockholders  are  in- 
terested as  to  whether  a  certain  amount  of  income  is  retained  for 
dividends  or  expended  for  management.  But  even  if  the  public 
be  not  interested  in  the  apportionment  of  a  given  sum  between 
dividend  and  management  cost,  yet  they  have  clearly  an  interest 
when  the  combination  of  such  costs  is  unreasonably  high.'  By  the 
arrangement  now  in  force  it  is  also  to  be  noted  that,  so  far  as  manage- 
ment costs  are  concerned,  no  decrease  in  unit  cost  follows  any  increase 
in  output.  Full  advantage  of  such  decrease  goes  to  the  owners  of 
the  property  and  none  to  the  public.  In  reaching  its  conclusions  as 
to  price  the  Board  has  been  influenced  by  the  opinion  that  a  sub- 
stantial reduction  in  this  feature  of  the  operating  expenses  should  be 
made  or  the  company  should  suffer  a  corresponding  deduction  in  the 
return  allowed." 


WISCONSIN 


831— Purchase  by  Municipality. 

Determination  of  a  Just  Compensation  to  be  Paid  to  the  Janesville 
Water  Company,  by  the  City  of  Janesville,  for  the  Property  of  the 
Company  Actually  Used  and  Useful  for  the  Convenience  of  the  Public. 
Decision  of  the  Wisconsin  Railroad  Commission,  Fixing  the  Terms 
and  Conditions  for  the  Transfer  of  the  Company's  Property  to  the 
City.     January  30,  1915. 

In  a  proceeding  before  the  Commission  to  determine  the  value  of  the 
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Janesville  Water  Company  for  the  purpose  of  acquisition  of  the  property 
by  the  City  of  Janesville,  the  Commission  says: 

"In  connection  with  the  purchase  of  the  property  of  the  Janesville 
Water  Company  by  the  City  of  Janesville,  it  is  necessary  that  the 
Commission  give  consideration  to  all  lines  of  evidence  which  tend 
to  show  what  is  the  fair  value  of  the  property.  The  value  to  be 
fixed  must  be  the  value  of  the  going  concern,  and  not  the  value 
of  the  physical  plant,  as  an  entity  distinct  from  the  business  in 
which  the  company  is  engaged.  To  determine  this  fair  value, 
consideration  must  be  given  to  such  elements  as  the  value  of  the 
physical  property,  the  going  value,  the  cost  of  securing  money,  etc." 

315 — Intangibles. 

Under  intangible  values  the  Commission  discusses  the  proposed  allow- 
ance for  going  value  and  discount  on  bonds. 

315.1— Going  Value. 

"There  are  various  lines  of  evidence  which  should  be  considered  in 
determining  the  allowance  which  should  be  made  for  going  value, 
among  which  the  more  important  are  probably  the  extent  of  accum- 
ulated losses  actually  incurred  in  building  up  the  business  and  the 
probable  cost  which  would  have  to  be  incurred  in  an  equivalent 
plant  in  building  up  the  business  to  the  point  of  a  reasonable  return." 

The  table  prepared  by  the  Commission's  auditor  is  given  in  the  dis- 
cussion, showing  the  estimated  rate  of  return  received  bv  the  company, 
which  ranges  from  4.3%  for  1892  up  to  11.2%  for  1913  and  11%  for 
the  first  six  months  of  1914.  Without  drawing  definite  conclusions 
from  the  financial  history  of  the  company  as  to  the  losses  incurred, 
the  Commission  says: 

"There  can  be  no  question  that  it  would  cost  a  considerable  amount 
to  build  up  a  business  under  conditions  similar  to  those  prevailing 
in  Janesville,  but  where  a  new  utility  was  to  be  installed  to  meet  a 
a  hitherto  unsupplied  demand  for  service,  to  the  point  where  a 
reasonable  return  would  be  earned  upon  the  investment.  To  deter- 
mine how  much  this  cost  would  be  is  a  matter  of  estimate.  From 
such  information  as  is  available  on  this  subject,  it  seems  that  the 
cost  of  building  up  such  a  business  would  probably  be  between  5 
per  cent  and  15  per  cent  of  the  total  value  of  the  physical  plant, 
and  consideration  may  well  be  given  to  this  fact  in  fixing  upon  the 
final  value  of  the  property. 

"The  company  claims  an  allowance  for  going  value  of  about  20  per 
cent  of  the  actual  investment,  with  an  overhead  allowance  of  15  per 
cent  included  in  the  investment.  We  see  no  reason  for  any  extended 
discussion  of  this  claim,  as  the  amount  of  going  value  which  should 
be  allowed  should  be  determined  as  largely  as  possible  from  the 
evidence  presented  in  each  particular  case,  and  we  find  nothing  in 
the  record  in  this  case  which  would  justify  as  large  an  allowance  as 
that  claimed  by  the  company." 
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315.5 — Bond  Premivun. 

"AVitli  regard  to  discount  on  bonds,  the  Commission  has  taken  the 
stand  that  it  may  be  reasonable  to  recognize  this  element  where  the 
discomit  is  a  normal  and  reasonable  cost  of  getting  money  to  finance 
a  utility,  where  the  utility  is  needed  in  the  community,  and  where 
the  money  for  financing  it  can  be  obtained  on  no  better  terms.  In 
an  earlier  investigation  of  the  Janesville  Waterworks,  7  W.  K.  C.  R., 
628-639,  the  question  of  discount  on  bonds  was  considered  by  the 
Commission,  and  the  conclusion  was  stated  as  follows:  'Some 
allowance  probably  will  have  to  be  made  in  fixing  the  value  of  the 
plant  for  the  discount  on  bonds,  but  it  is  questionable  whether  all 
of  the  S19,600  accomited  for  should  be  considered  as  a  plant  invest- 
ment.' 

"There  are  no  facts  before  us  in  the  present  case  which  would  lead 
us  to  alter  the  conclusion  above  quoted.  There  seems  to  be  no 
reason  to  question  the  propriety  of  issuing  bonds  under  the  circum- 
stances under  which  those  in  question  were  issued.  Authorities 
are  not  by  any  means  agreed  that  the  discount  incurred  in  floating 
bonds  should  be  permanently  charged  to  capital.  The  difficulties 
which  would  be  met  with  if  this  policy  were  pursued  in  the  case  of 
refunding  issues  are,  of  course,  apparent,  in  that  the  amount  of 
discount  charged  to  capital  might  eventually  be  entirely  out  of  pro- 
portion to  the  actual  value  of  the  property.  The  total  amount  of 
discount  on  bonds  which  the  company  claims  should  be  given  con- 
sideration in  this  case  is  $20,600,  and  we  believe  it  fair  to  give  some 
weight  to  the  fact  that  bonds  were  sold  at  a  discount  to  provide 
money  for  an  enterprise  which  was  reasonably  necessary  for  the 
public  service." 


COURT  DECISIONS 

WISCONSIN 


224.5 — Rates  Fixed  by  Contracts. 

Minneapolis,  St.  P.  &  S.  S.  M.  Ry.  Co.  v.  Mexasha  Woodexware 
Co.  Decision  of  the  Wiscoxsix  Supreme  Court,  December  8,  1914. 
Dissenting  Opinion,  January  8,  1915,  150  Northwestern,  411. 

In  December  15,  1899,  the  parties  entered  into  a  contract  agreement 
fixing  certain  freight  rates  which,  according  to  the  wording  of  the 
contract,  were  to  hold  good  as  long  as  the  respondents  o^^•n  their  mill 
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at  Warner,  now  called  Ladysmith.  Plaintiff  claims  the  contract  was 
superseded  by  the  Wisconsin  Railroad  Commission  law  and  by  the 
tariffs  filed  pursuant  thereto.  The  defendant  claimed  the  contract  is 
still  in  force  and  controls  the  price  that  it  still  should  pay,  and  the 
Circuit  Court  decided  in  favor  of  the  latter.  The  plaintiff  appealed 
the  case  to  the  Supreme  Court  and  a  decision  is  rendered  remanding 
the  decision  to  the  lower  court.  The  holding  of  the  court  is,  in  part, 
as  follows: 

"The  power  to  regulate  the  rate  of  common  carriers  is  a  sovereign 
power  of  the  state.  Milwaukee  E.  R.  &  L.  Co.  v.  Railroad  Com- 
mission, 153  Wis.,  592;  142  N.  W.,  491.  And  every  contract  made 
as  to  such  rates  with  a  corporation  authorized  to  contract  in  refer- 
ence thereto  is  made  with  the  knowledge  of  and  subject  to  the  right 
of  the  state  at  any  time  to  resume  the  exercise  of  such  sovereign 
power.  The  legislative  right  to  supersede  it  is  as  clear  as  though  it 
were  written  into  the  contract  itself,  for  the  law  implies  it.  This 
was  expressly  held  in  Milwaukee  E.  R.  &  L.  Co.  v.  Railroad  Com- 
mission, 153  Wis.,  592,  142  N.  W.,  491,  and  as  there  stated  was 
involved  in  the  decision  in  Manitowoc  v.  Manitowoc  &  Northern 
T.  Co.,  145  Wis.,  13;  129  N.  W.,  925;  140  Am.  St.  Rep.,  1056;  only 
in  the  latter  case  it  was  held  the  state  had  not  exercised  its  power 
to  act.  To  construe  Subdivision  9  of  Section  1828,  R.  S.,  1898,  as 
authorizing  railroad  companies  to  make  contracts  for  rates  binding 
upon  the  state  when  it  resumes  its  rate-making  power,  would  be  to 
hold  that  the  legislature  could  part  with  an  attribute  of  sovereignty. 
This  it  cannot  do.  In  a  democracy,  there  can  be  no  abdication. 
Sovereignty  is  not  subject  to  a  perpetual  gift,  grant  or  barter.  A 
perpetual  grant  under  sovereign  power  may  be  made,  but  not  a  per- 
petual grant  of  sovereign  power." 

Judge  Marshall  issued  a  dissenting  opinion,  and  states  his  position  as 
follows: 

'T  think  I  do  not  misunderstand  the  effect  of  the  former  decision. 
It  is  to  the  effect  that  the  state  possesses  the  sovereign  power  to  fix 
the  compensation  which  a  public  utility  corporation  may  demand 
for  service,  superseding  existing  contracts  containing  all  essential 
elements  of  mutuality  as  to  promises,  and  even  characterized  by  a 
paid  consideration  upon  one  side  to  be  compensated  for  in  futuro; 
that  the  exercise  of  such  power  does  not  need  the  aid,  nor  fall  within 
the  purview,  of  the  fundamental  reserved  power  to  alter  or  amend 
corporate  charges.  No  authority  is  cited  to  support  that  doctrine. 
It  seems  to  rest  on  the  idea  that  changed  conditions  may  give  rise 
to  legitimate  judicial  modification  or  change  of  the  unwritten  law, 
and  call  for  assertion  of  a  principle  by  which  the  prohibition  against 
impairing  the  obligation  of  contracts  may  be  rendered  dominant. 

"There  is  no  point  where  there  has  been  greater  effort  to  securely 
intrench  rights  than  that  relating  to  contracts.  We  see  that  in 
the  Northwest  Ordinance,  which  preceded  the  National  Constitution, 
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and  again  in  the  latter,  in  the  form  of  a  prohibition  upon  the  power 
of  the  states,  and  again  in  our  State  Constitution,  in  the  form  of  a 
hmitation  of  legislative  power. 

"It  is  also  within  the  broad  guaranty  upon  which  our  whole  consti- 
tutional faljric  was  constructed.  There  is  no  exception  other  than 
under  the  reserved  power.  Whatever  measure  of  inherent  power  to 
interfere,  destructively,  with  the  obligations  of  contracts  is  possessed 
by  the  law  making  power,  as  an  original  matter  is  limited  by  the 
fundamental  law  the  same  as  the  police  power,  which  at  one  time 
was  thought  to  be  above  constitutional  restraint. 

"This  case  furnishes  a  striking  illustration  of  the  harmful  effect  of 
the  new  doctrine.  The  respondent,  in  effect,  bought  and  paid  for 
the  privilege  it  claims.  The  interference  is  not  with  the  power  to 
make  contracts,  nor  power  to  execute  existing  contracts  Avhich  have 
been  fully  satisfied  up  to  date,  so  that  nullifying  them  cannot  work 
hardship  by  taking  away,  without  consideration,  a  valuable  pur- 
chased right,  but  with  a  property  right  acquired,  contractually,  for 
a  consideration  parted  with — a  right  which  is  as  essentially  property 
as  any  tangible  thing  respecting  invested  captial.  Such  property  is 
confiscated,  in  fact.  That  is  the  real  effect  of  the  doctrine  upon 
which  the  decision  in  this  case  is  grounded." 


REFERENCES 
RATES 


410 — Cost  of  Service. 


Wisconsin  Commission  Method  of  Rate-Making,  by  E.  N.  Strait. 
5  pages.  The  Gas  Age,  March  15,  1915,  p.  263. 

This  paper  on  the  Wisconsin  Commission's  method  of  rate-making  was  read 
before  the  Wisconsin  Electrical  Association  and  Wisconsin  Gas  Association, 
January-  21,  1915,  and  was  reported  in  6  Rate  Research  333. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Appraisment  of  Small  Electric  Properties,  by  Edwin  D.  Dreyfus. 
5^  pages.     Electrical  Review  and  Western  Electrician,  March  13,  1915. 
Page  500. 
The  first  installment  of  this  article,  noted  in  6  Rate  Research  381,  outlined  the 
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practice  to  be  followed  in  the  field  work  necessary  for  an  appraisal  of  the  property 
of  electric  companies.  The  conclusion  of  the  article  in  this  week's  issue  considers 
oflfice  records,  unit  costs,  intangible  values,  overhead  charges,  etc. 


340— Rate  of  Return. 

Effect  of  the  War  on  Regulation  of  Public  Utilities,  by  Nathaniel 
T.  Guernsey.     1  page.     The  Gas  Age,  March  15,  1915,  p.  275. 

The  effect  of  the  war  upon  the  money  market  demonstrates  conclusively  the 
unsoundness  of  the  contention  that  there  is  some  standard  return  which  is  adec}uate 
for  money  invested  in  public  utilities.  It  is  impossible  to  establish  any  fixed 
rates,  as  7  or  8  or  9  or  10  per  cent.  The  practical  question  to  be  decided  is  what 
rate  of  return  is  essential  in  order  to  enable  the  utility  to  secure  the  new  money 
that  is  absoluteh'  necessarj'  if  the  utility  is  to  perform  its  functions  efficientlj'. 
This  rate  cannot  be  fixed  because  conditions  affecting  the  money  market  are 
not  permanent,  but  are  constantly  varying.  The  investors  determine  the  price 
which  the  utilities  must  pay  for  monej'.  The  regulation  of  public  utilities  will 
not  be  established  upon  a  sound  basis  imtil  these  propositions  are  imderstood 
and  recognized.  The  public  utility  cannot  furnish  service  at  less  than  it  costs. 
Regulation  may  bankrupt  some  utilities,  but  it  cannot,  in  the  long  run,  obtain 
service  for  less  than  it  costs  and  as  a  part  of  that  cost  there  must  be  reckoned 
the  cost  of  the  monev. 


380— Taxation. 

Tax.\tion  of  Public  Utilities,  by  Delos  F.  Wilcox.  8|  pages. 
Annals  of  the  American  Academy  of  Political  and  Social  Science,  March 
1915.     Page  140. 

In  discussing  the  subject  of  taxation  of  public  utilities,  the  writer  emphasizes 
certain  principles,  which  he  smns  up  as  follows: 

"1.  In  so  far  as  public  utilities  remain  on  a  speculative  basis,  and  continue 
in  the  enjoyment  of  special  privileges  protected  by  judicial  decisions  and 
contractual  rights,  taxation  maj'  be  resorted  to,  both  as  a  revenue  measure 
and  as  a  weapon  for  regaining  public  control  over  such  utilities. 

"2.  In  so  far  as  privately  owned  public  utilities  are  subject  to  adequate  con- 
tinuous public  regulation  as  to  service  and  rates,  the  principles  of  taxation  as 
applied  to  them  should  be  the  same  as  the  principles  of  taxation  and  profit- 
making  applied  to  publicly  owned  utilities. 

"3.  Whatever  revenue  public  bodies  may  derive  from  public  utility  taxes  or 
contributions,  except  to  the  extent  that  such  taxes  and  contributions  may  be 
regarded  as  a  part  of  the  actual  and  legitimate  cost  of  service,  should  be  used 
as  a  fund  for  amortizing,  first,  franchise  and  other  intangible  values,  and, 
second,  the  capital  investment  in  the  physical  property  of  the  utilities. 

"4.  As  the  public  agency  theory  of  public  utility  operation  comes  to  be  more 
widely  recognized  and  more  fully  established,  the  tendency  will  imdoubtedly 
be  to  diminish  and  finally  eliminate  public  utility  taxes  and  contributions, 
and,  per  contra,  to  subsidize  public  utilities  out  of  taxation,  to  the  end  that  a 
higher  standard  of  service  may  be  rendered  at  a  fixed  or  diminishing  charge 
to  the  public." 
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GENERAL 


980— Public  Relations. 

Public  Service,  by  Professor  Morris  Knowles,  Director  Depart- 
ment of  Sanitary  Engineering  and  Evening  Course  in  Public  Utilities, 
University  of  Pittsburgh.  Paper  Read  Before  the  Duquesne  Light 
Company  Section  of  the  N.  E.  L.  A.,  October  1,  1914. 

The  paper  discusses  the  fundamental  relations  of  a  public  service  commission  to 
the  general  public  and  to  the  utilities  companies,  pointing  out  how  a  commission 
is  advantageous  to  both  sides  and  how  it  is  able  to  act  as  a  mediator  in  the  fair 
adjustments  of  disputes.  What  the  public  may  hope  to  secure  through  regula- 
tion of  public  utilities  is  siunmed  up  as  follows:  The  first  and  most  important 
object  to  be  secured  is  good  service.  Rate  of  charge  is  of  relatively  little 
importance  as  long  as  the  service  is  good,  but  it  is  important,  however,  that  the 
rate  should  be  sufficient  to  pay  a  fair  rate  on  the  investment  and  permit  the 
furnishing  of  a  good  quality  of  service.  Other  things  to  be  desired  are  freedom 
from  discrimination;  rates  as  low  as  consistent  with  a  proper  return  on  the  invest- 
ment; return  such  as  will  protect  the  property  rights  and  encourage  exercise  of 
energy,  ingenuity  and  thrift  in  the  public  service,  and  will  give  good  wages  and 
working  conditions  for  employes,  such  as  will  promote  high  standard  of  citizen- 
ship; courteous  treatment  of  the  public  by  employes  at  all  times,  and  a  thorough 
public-spirited  attitude  on  the  part  of  the  company  and  its  officials  in  all  matters 
affecting  the  public  welfare.  Those  things  which  the  utility  has  a  right  to  de- 
mand are :  Tenure  for  a  considerable  number  of  years  and  assurance  of  purchase 
at  a  reasonable  figure,  if  the  public  should  care  to  take  over  the  utility  at  the 
end  of  that  time;  opi)ortunity  to  carry  on  and  develop  the  business  without  un- 
reasonable restriction  or  harassment;  protection  of  property  and  security  values 
from  attacks  of  self-seeking  politicians;  protection  from  competition  and  a  spirit 
of  confidence  and  frankness  in  all  matters  of  legislation  and  regulation.  The 
progress  in  the  different  states  towards  proper  state  regulation  of  public  utilities 
is  discussed. 


COURT   DECISION   REFERENCES. 


120— Protection  of  the  Public. 

State  ex  rel.  Howie,  Dist.  Atty.  v.  Benson.  Decision  of  Mississippi 
Supreme  Court.     February  15,  1915.     67  Southern  214. 

The  Capital  Light  &  Power  Company,  which  furnished  electric  service  to  the 
City  of  Jackson  for  a  number  of  years,  was  adjudged  a  bankrupt.  The  company's 
assets  and  franchises  were  purchased  by  defendant  and  it  is  alleged  that,  in  pur- 
suance of  a  combination  and  conspiracy  to  bring  about  a  monopoly  and  destroy 
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competition,  the  defendant  shut  down  the  plant  and  refused  to  perform  the  duty 
of  the  coiporation  to  the  public.     The  court  holds  as  follows: 

"He  cannot  hold  on  to  the  benefits  of  his  purchase  without  incurring  the 
obligation  to  perform  the  duties  of  the  trust.  This  seems  to  be  made  certain 
when  it  appears  that  he  refuses  to  assume  the  burdens,  if  burdens  there  be, 
because  he  has  entered  into  a  compact  with  others  to  do  so  for  the  purpose 
of  creating  a  monopoly — of  destroying  competition.     .     .     . 

"There  is  and  can  be  no  conflict  of  judgment  that,  in  proper  cases,  the  courts 
will  and  do  exercise  the  power  to  compel  the  performance  of  legal  duties.  The 
petition  in  this  case  declares  a  state  of  facts  which  justifies  the  exercise  of 
this  extraordinar}'  power." 

132 — Protection  from  Competition. 

Baxter  Telephone  Co.  v.  Cherokee  County  Mutual  Telephone 
Assn.  et  al.  Decision  of  K.\nsas  Supreme  Court.  February  6,  1915. 
146  Pacific  324. 

The  Baxter  Telephone  Company,  furnishing  telephone  service  in  the  City  of 
Baxter  Springs,  brought  action  to  restrain  the  Cherokee  County  Mutual  Tele- 
phone Association  and  others  from  extending  their  service  into  the  territory 
served  by  the  petitioner  without  first  having  secured  a  certificate  from  the  Public 
Utilities  Commission.  The  respondent  secured  a  franchise  from  the  city  and 
proceeded  to  establish  its  system  within  the  city  limits,  without  having  applied 
for  or  having  received  a  certificate  of  convenience  and  necessity  from  the  Public 
Utilities  Commission.  The  court  holds  that  the  petitioner  camiot  maintain  such 
a  suit  in  its  own  behalf.     The  court  saj'-s: 

"Ordinarily  the  usurpation  of  a  corporate  privilege  or  public  franchise  can 
onlj'  be  challenged  by  an  action  in  the  name  of  the  state,  by  its  proper  officer. 

"By  the  railroad  and  utilities  acts  the  power  is  conferred  upon  the  attornej' 
for  the  Public  Utilities  Commission  to  challenge  the  exercise  of  imauthorized 
coiporate  acts.  Gen.  Stat.,  1909,  §  7182;  Laws,  1911,  c.  238,  §§  2,  7;  State  ex 
rel.  Attorne}'  for  Public  Utilities  Commission  v.  \Yvandotte  County  Gas  Co., 
88  Kan.,  165;  127  Pac,  639." 

In  regard  to  the  provision  of  the  utilities  law  for  protection  from  competition, 
the  court  says: 

"This  the  Legislature  has  recognized,  and  has  provided  that,  as  a  matter  of 
public  policy,  no  public  utility  like  a  telephone  company,  excepting  one  strictly 
mutual,  will  be  authorized  to  do  business  until  it  has  obtained  a  certificate 
or  a  license  of  authority  as  a  public  convenience  and  necessity  within  the  com- 
mimitA'  where  it  seeks  to  do  business.  This  is  a  part  of  the  state's  program 
for  the  regulation  of  public  utilities,  but  the  administration  of  that  program, 
and  the  enforcement  of  the  law  pertaining  thereto,  is  vested  in  public  officers 
authorized  to  use  the  name  of  the  state  to  carry  it  into  execution.  Prior  to 
the  passage  of  the  public  utilities  act,  any  number  of  telephone  companies 
which  could  persuade  a  city  government  to  grant  a  franchise  for  the  use  of  the 
streets  and  alleys,  might  establish  a  telephone  system  within  such  city.  The 
competition  of  these  would  affect  the  business  and  affect  the  revenues  of  other 
utilities  of  the  same  character  which  had  previously  been  established.  The 
enactment  of  the  public  utilities  law  was  an  extension  of  the  police  power  of 
the  state  over  such  utilities,  but  it  did  not  grant  any  additional  rights  to  such 
utilities  as  were  established  and  maintained  before  the  adoption  of  that  act; 
and  the  Baxter  Telephone  Company  procured  no  rights  thereimder  which  it 
can  maintain  against  possible  competitors.  The  public  utilities  law  was  not 
enacted  as  an  extension  or  enlargement  of  the  powers  and  privileges  of  an 
existing  telephone  company." 


S«5l 


Vol.  6  March  25,  1915  No.  26 

I  Z3 


RATE 
RESEARCH 


B    ■ 


cl_i> 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


g^ 


111  U^5 


m 


NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

HOL.TOX  H.  SCOTT President 

E.  W.  LLOYD Vice-President 

H.  A.  ^N^AGXER Vice-President 

L.  D.  GIBBS Vice-President 

J.  S.  BLEECKER VicE-President 

T.  COMMERFORD   AIARTIX      .       .       ,  SECRETARY 

S.  A.  SEAV'ALL      ....  ASS'T  TO  THE  SECRETARY 

\V.  F.  AVELLS Treasurer 

H.  BILLINGS  .  Ass"T  Secretary  AND  Treasurer 
EVERETT  \V.  BtTRDETT  .  .  GENERAL  Counsel 
GEO.  \V^.  ELLIOTT     .     Master  or  Transportation 

EXECUTIVE    COMMITTEE 

HOLTON  H.   SCOTT 
H.  CABELL  A.C.EINSTEIN  J.  B.  McCALL  M^.  N.  RYERSON 

J.  S.  BLEECKER  S.  D.  GIBBS  ^\'.  NEU3IILLER  PAUL   SPENCER 

H.  G.  BRADLEE  C.  E.  GROESBECK        R.  S.  ORR  H.  A.  WAGNER 

>V.  C.  L.EGLIN  E.W^.  LLOYD 

RATE    RESEARCH    COMMITTEE 

R.  S.  HALE.  Chairman 

L.  H.  CONKLIN  \V.  H.  JOHNSON  \V.  J.  NORTON 

ALEX  DOW  J.  W.  LIEB,  Jr.  N.  T.  ^VILCOX 

R.  G.  GRISWOLD         E.  W.  LLOYD  M.  S.  HART.  Secty. 


Rate  Research 

William  J.  Norton,  Editor.  .^tella  Ford  Walker,  Associate  Editor. 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

120  WEST  ADAMS  STREET         -        CHICAGO 

TERMS  OF  SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 

Additional  Copies,  $8.00  a  Year. 

Single  Copy,  $10.00  a  Year;  Payable  in  Advance. 
Address  all  Communications  to  William  J.  Norton,  Editor,  120  West  Adams  Street, 
Chicago.       Make    Checks   and    Drafts    Payable  to  Secretary,   National    Electric  Light 
Association,  and  Mail  to  Above  Address. 

COPTRIGHT,  1915,  BT  NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS 

INDEX  NUMBER 

Page 

Classified  Index,  Volume  6 

403 

Alphabetical  Index,  Volume  6  

413 

(402) 


Rate  Research 

Vol.  6  Chicago,  March  25,  1915  No.  26 


RATE  RESEARCH  CLASSIFIED  INDEX 

VOLUME  6 

NOTE: — The   Rate  Research   Classification   is   given   in   full.     The   small 
numbers  following  certain  headings  refer  to  pages  in  Volume  6. 

MAIN  CLASSES 

100— PUBLIC  SERVICE 

200-PUBLIC  SERVICE  REGULATION— LAW  AND  PRACTICE 

300— INVESTMENT  AND  RETURN 

400— RATE  THEORY 

500— RATE  PRACTICE 

600— RATE  DIFFERENTIALS 

700— SCHEDULES  AND  SERVICE 

800— MUNICIPALITIES 

900— GENERAL 

100— PUBLIC  SERVICE 

127 

110— ESTABLISHMENT 

286 

111 — Incorporation 

111.  1 — Incorporation  Tax 

112— Franchises 

160,  170,  18.3,  191,  203,  222,  223 

112.1 — Indeterminate  Permits 

282,  377 

112.5 — Ordinance  Rates 
US— Financing 

271,319 

114 — Eminent  Domain 

256,  272. 

115— Use  of  Public  Highways 

16,  95. 

120— PROTECTION  OF  THE  PUBLIC 

25,  95,  170,  399 

121— Proper  Service 

170 

122— Just  and  Reasonable  Charges 

176 

129— Default  in  Public  Service 

129. 1 — Discrimination 
129.2 — Inadequate  facilities 
129 . 3 — Refusal  of  service 

347 

129.4— Refunds 


404  6         Rate     Research 


130— PROTECTION  OF  THE   CORPORATION 
131 — Protection  from  Confiscation 
132 — Protection  from  Competition 

30,  41,  67,  lOS,  188,  279,  283,  291,  292,  296,  312,  327,  349.  364,  379,  400 

132. 1— Natural  Monopolies 

132.2— Fair  Rates  and  Efficient  Service 

42,  189,  199,  292,  294,  350.  364 

132.8 — Unnecessary  Duplication 

42,  44,  295,  364 

132.9 — Development  Duplication 
138— Contracts 

32,223 

139 — Limitations  to  Service 

139.9— Deposits 

140— RELATIONS  OF  CORPORATIONS  WITH  EACH  OTHER 

61 

141— Reorganization 
142 — Reincorporation 
143— Co-Operation 
144 — Mergers 

58,  135,  237 

145— Dissolution  of  Mergers 
146 — Transfer  or  Lease 

282 

148 — Competition 

149 — Holding  Companies 

128,  135,  283 

149. 1 — Stock  Ownership 

87,89 

190— GENERAL  HISTORY  OF  ELECTRIC  UTILITIES 

159 

199— General  History  of  Related  Utilities 
200— PUBLIC  SERVICE  REGULATION— LAW  AND  PRACTICE 

13,  78,  93,  128,  142,  173,  174,  2S4 

210    ORGANIZATION  OF  COMMISSIONS 

211  Qualifications — Appointment 

211.9    Removal  of  Commissioners 

212  Officers 

213  Employes 

214  Expenses  of  Commissions 

220    GENERAL  POWERS  OF  COMMISSIONS 

74,  75,  76,  201 

221  Capitalization 

221.1     Issue  of  Stocks  and  Bonds 

112 

222  Accounts 

12,  45,  62,  284 

222.1  Form  of  Accoimts 

79,  240 

222.2  Audit  of  Accounts 

222.3  Method  of  Keeping  Accounts 

249 


6  Rate     Research  405 


223 

95 

Reports 

224 

16 

Rates 

224.2    Contracts 

122 

224.5    Rates  Fixed  bv  Contract 

2.5,  26,  122,  136,  204,  220,  302,  364,  389,  395 

225 

Schedules 

225.1     Filing  of  Schedules 

368 

226 

Service 

226.1     Improvement  of  Service 

200 

226.2  Extension  of  Service 

4,  24,  108,  156,  200,  310,  332,  380 

226.3  Joint  Service 

226.5     Standards  of  Service 

13,  23,  45,  62,  79,  128,  240,  329,  382 

227  Valuation 

94 

228  Franchises 

228. 1    Approval  of  Franchises 

230     COMPLAINTS 

231    Companies'  Procedure 

12 


240     COMMISSION  PROCEDURE 

77 

241    Investigations 

186,  20tj 

242    Hearings 

242.1 

Testimony 

242.2 

Depositions 

242.3 

384 

Subpoenas  and  Witnesses 

242.4 

30 

Experts 

243    Orders 

243.1 

Preliminary 

243.2 

Final 

243.3 

After  rehearing 

243.4 

Staying  of  orders 

243.5 

Enforcement 

243.6    Penalties 

42,  336,  368 

244    Rehearings  and  Appeal 

7S,  192,  224 

250     COMMISSION  RECORDS 

251    Publicity 

365 

252    Commission  Annual  Reports 

169,  211,  2.53  (library  li.st),  282,  285,  352 

253    Commission  Reports  of  Decisions 

313 

406  6         Rate     Research 


260    HISTORY  AND  DEVELOPMENT  OF  REGULATION 
261    Public  Service  Bills 

29,  30,  128 

265    Co-operation  of  Public  Service  Companies  with  Regulatory 
Bodies 

268  Public  Service  Laws 

12,  29 

269  Comparison  of  Public  Service  Laws 

300— INVESTMENT  AND  RETURN 

4,  19,  28,  35,  39,  40,  51,  60,  71,  73,  75,  87,  88,  101,  105,  115,  131,  134,  141,  147.  153,  180.  195.  202,  208. 
243,  252,  259,  263,  271,  343,  357,  360,  361,  390 

310    VALUATION 

40,  52,  90,  109,  110,  131,  150,  173,  334,  381,  390,  397 

311    Basis  of  Valuation 

136,244,311,390 

311.1  Original  Cost 

311.2  Reproduction  Cost  New 

39,  137 

311.3  Present  Value 


92 

311.4 

Market  Value 

311.5 

Cost  plus  Cost  of  Additions  and  Extensions 

311.6 

Earning  Value 

312 

288 

Inventory 
312.1     Physical  Property 

312.2 

115 

Leases 

312.7 

Donated  Property 

312.8 

Discarded  Property 

312.9 

132. 

Paving  over  Mains 

151 

313 

381 

Unit  Prices 

314    Overhead  Charges 

90,  102,  132.  141,  244 

314.1  Promotion 

314.11  Initial  Engineering 

314.12  Legal  Expense 

314.2  Organization 

314.21  Incorporation 

314.22  Franchises 

314.23  Permits 

314.3  Bond  Discounts 

314.4  Construction 

314.41  Engineering 

314.42  Administration 

314.43  Contingencies 

314.44  Contractor's  Profit 

102 


6         Rate     Research  407 


314.45  Sub-contractor's  Profit 

314.46  Piece  Meal^Construction 

314.5  Interest  during  Construction 

314.6  Taxes  and  Insurance  during  Construction 

314.7  Early  Experimental  Work 

314.8  Deficit  in  Early  Earnings 
'314.9    Special  Advertising  and  Soliciting 

316  Intangibles 

11,  99,  133,  180,  245,377,  394 

315.1  Going  Value 

10,  29,  40,  91,  102,  105,  142,  151,  154,  248.  264.  364,  394 

315.2  Good  Will 

315.3  Special  Contracts 

315.4  Franchise  Value 

181,  195,  198,  247,  285,334.  374 

315.5  Bond  Premium 

151,395 

317  Construction  in  Advance  of  Present  Needs 

116,  27() 

318  Working  Capital 

103,  133,  142 

319  Land 

43,  154 

319.1    Water  Power  Rights 
320    APPRECIATION 
330     CAPITALIZATION 

60.  110,  139,  157,  158,  182 

331  Amount  of  Investment 

331.1  For  Rate  Making  Purposes 

331.2  Total  Capitalization 

331.3  Market  Value  of  Stocks  and  Bonds 

343 

331.4  Original  Book  Cost 

331.5  Net  Earnings  Rule 

332  Notes  and  Other  Issues  for  Less  Than  One  Year 

336  Issues  of  Stocks  and  Bonds 

337  Stocks  without  Par  Value 

340    RATE  OF  RETURN 

35,  37.  40,  51,  103,  lOti,  117,  133,  142.  156,  198,  255,  259,  264.  .358,  3(iO,  363,  377.  392,  398 

341  Bond  Interest 

342  Dividends 

346    EflBciency  of  Operation 

344 

360    TOTAL  REVENUE,  EXPENSE,  INCOME 

361  Revenue 

362  Expense 

140,  250,  3S2.  392 

363  Income 

364  Surplus 


408  6         Rate     Research 


360    DEPRECIATION 

11,  28,  61,  99,  103,  111,  119,  127,  133,  156,  173.  250,  259,  288,  363 

361.1  Wear  and  Tear 

361.2  Inadequacy 

361.3  Obsolescence 
361.5  Electrolysis 

44,  61,  92 

362    Accrued  Depreciation 

365  Annual  Rate  of  Depreciation 

250 

365.1  Straight  Line  Method 

365.2  Sinking  Fund  Method 

366  Depreciation  Funds 

103,  261 

369    Depreciation  Tables 

370    PROFIT  SHARING 

371  Sliding  Scale  of  Rates  and  Dividends 

296 

372  Employes  Profit  Sharing 

373  City  Profit  Sharing 

374  Pensions,  Sick  Benefits,  etc. 

380    TAXATION 

75,  112,  1.53,  159,  1S4,  318,  335,  398 

381  City 

32,  75 

382  State 

383  City  Compensation 

384  Federal  Income  Tax 

390    GENERAL  INVESTMENT  AND  RETURN  INFORMATION 

127 

391    Reports  of  Companies 

15S 

395    Proceedings  of    Technical  Associations 
399    Comparative  Financial  Statistics 

400— RATE  THEORY 

59,  78,  119,  126,  142,  239,  270,  35S 

410    COST  OF  SERVICE 

7,  52,  71,  91,  157,  333,  397 

411    Apportionment  of  Expense 

411.1  Customer  Charges 

60 

411.2  Demand  Charges 

411.3  Energy  or  Output  Charges 

419    Return  for  DifiEerent  Character  of  Service 

56 

450    VALUE  OF  SERVICE  THEORY 

10,  19,  52,  72,  88,  168,  275,  302,  359 

451    Increment  Costs 
490    HISTORY  AND  DEVELOPMENT  OF  ELECTRIC  RATE  THEORY 


6  Rate     Research  409 


500— RATE  PRACTICE 


167,  218,  250,  278 


510    FORMS  OF  RATES 

11,  126.  142,  149,  207,  35ti 

511  Flat  Rates 

512  Consumers'  Output  Rates 
613    Meter  Basis 

513.1     Straight  Line  Meter  Rate 

513.8  Block  Meter  Rate 

513.9  Step  Meter  Rate 

514    Demand  Basis 

367 

514.1     Hopkinson  Rate 

514.11  Multiple  Hopkinson  Rate 

514.3    Wright  Demand  Rate 

514.31  Multiple  Wright  Demand  Rate 

514.5    Three  Charge  Rate 

514.51  Multiple  Three  Charge  Rate 

520    DETERMINATION  OF  DEMAND 

324 

521  Application  of  Demand 

521.1  Width 

323,  325,  326,  339,  341 

521.2  Use  for  Rate  Purposes 

522  Actual  Measurement  of  Demand 

324 

522.1  Maximum  Demand  Indicators 

325 

522.2  Graphic  Instruments 

522.3  Tests 

523  Estimated  Demand 

523.1  Connected  Load  Basis 

523.2  Area  of  Premises  Basis 

523.3  Number  of  Rooms  Basis 

523.4  Number  of  Outlets  Basis 

523.5  Taxable  Value  Basis 

524  Limiting  Demand 

11 

530    DISCOUNTS 

531  Prompt  Payment  Discount 

532  Delayed  Payment  Penalty 

633  Quantity  Discounts 

634  Length  of  Contract  Discounts 

640    MINIMUM  CHARGE 

7,  9,  57,  104.  147,  167,  218,  263,  279,  346 

545    Meter  Rental 


410  6         Rate     Research 


660    LAMPS 

651    Initial  Supply 
662    Renewals 

553  Allowance  when  not  Supplied 

554  Sale  Price 

660    STANDARD  RIDERS 

670    TERM  OF  CONTRACT 

680    TERMS  AND  CONDITIONS 

9,  80.  104,  lb4,  167,  218,  227,  251,  264,  265,  278 

590    MEASUREMENT  OF  ENERGY 

600— RATE  DIFFERENTIALS 

25,  147,  287,  303,  368 

610     CHARACTER  OF  SERVICE 

611  Light 

611.1  Residences 

611.2  Commercial 
611.5    Wholesale 

323 

612  Power 

72,  122.  251 

612.1  Small  Power 

612.2  Large  Power 

612.3  Unrefined 

612.4  Distribution  Economies 

28 

613  Combined  Light  and  Power 

614  Heating  and  Cooking 

10.  43,  72.  279 

^15    Feature  Rates 

615.1  Limited  Hour  Service 

251 

615.2  Development  Rates 

277 

616  Official  or  Government  Rates 

9 

616.1    Street  Lighting 

91 

617  Breakdown  or  Auxiliary  Service 

252 

620    FACTORS  AFFECTING  RATES 

105,  123 

621  Demand  Factor 

124 

621.1    Load  Factor 

324 

622  Diversity  Factor 

341 

623  Power  Factor 

326 


6         Rate     Researcli  411 


624  Lamp  Service 

626  Distance  Factor 

626  Seasonal  Factor 

627  Conjunctional  Use 

628  Quantity  Use 

629  Competition 

120 

650    DISCRIMINATION 

20 

700— SCHEDULES  AND  SERVICE 
710    SCHEDULES 

53 

711  Form  of  Schedules 

712  Publicity  of  Schedules 

9 

713  Filing  of  Schedules 

168,  30S 

714  Notice  for  Change  of  Rate 

219 

715  Time  of  Effect 
720    RATE  SCHEDULES 

3,  8,  14,  20,  54,  69,  73,  S3,  105,  124,  156,  163,  179  iCorrection,  195),  207,   355,  371,  387 

729    Maximum  Rate 

730    TERMINOLOGY 

731    Electric  Definitions 

159,  307 

733    Classifications 

733.1  Dewey  Decimal  System 

32 

733.2  Rate  Research  System 
735    Technical  Data 

735.1  Moonlight  Schedules 

735.2  Daylight  Schedules 
735.5    Meters 

738  Bibliographies 

739  General  Data 

740     COMPANY  DATA 

750    COMPARATIVE  COMPANY  DATA 

63,  149 

780     SERVICE 

781    Adequacy 

95,  165,  192,  221,  366 

781.1    Increase  of  Facilities 
781.5    Inductive  Interference 

168,  351 


412  6         Rate     Research 


782  Efficiency 

48 

782.1  Regularity 

782.2  Voltage  Regulation 

191 

782.5    Lamp  Efficiency 

22,  3S2 

783  Safety  of  Service 

160,  221 

783.1  Inspection 

783.2  Reports  of  Accidents 

783.9    Smoke  and  Health  Regulation 

785  Accuracy  of  Standards 

786  Tests  and  Accuracy  of  Meters 

111.  14:5 

788  Service  Rules 

48,  64,  169,  175 

789  Kind  of  Service 

800— MUNICIPALITIES 

4.5,  46,  112,  249,  319,  33.5,  37S 

810    MUNICIPAL  OR  LOCAL  REGULATION  OF  UTILITIES 

14,  46,  143,  160,  166,  352 

820    STATE  REGULATION  OF  MUNICIPAL  UTILITIES 
830    PUBLIC  OWNERSHIP 

15,  31,  46,  80,  94,  96.  174.  175.  19ii,  256,  264 

831    Purchase  by  Municipality 

150,  197,  374,  376,  378,  384,  393 

831.1    Muncipal  Bond  Issues 

13,  16,  96 

831.9    Municipalities — Liability  for  Damage 

304 

840    PUBLIC  OPERATION 

15,  36,  47,  62,  63,  80,  99,  143,  155,  158,  171,  175,  197,  201,  208,  236,  256,  352,  373,  383 

890    MUNICIPAL  STATISTICS 

14,  15 

900- GENERAL 

94,  271,  288,  320,  335 

910    PROMOTION  AND  GROWTH  OF  BUSINESS 

176,  240,  320,  336,  383 

920    ECONOMY  AND  EFFICIENCY 

1,59,  302 

950    PROGRESS  IN  THE  ART 

144 

960     CO-OPERATION 

144 

970     COLLATERAL  BUSINESS  OF  UTILITIES 
980    PUBLIC  RELATIONS 

31,  47,  58,  64,  208,  240,  284,  399 

990    EMPLOYES 


6 


Rate     Research 


413 


ALPHABETICAL  INDEX 

VOLUME  6,  RATE  RESEARCH 


Acquackanonk  Water  Co.  New  Jer- 
sey  Commission   decision   re    rates     34o 

Adams,    T.    S.      Valuation   of    railway 

property  for  purposes  of   taxation     335 

Albany,  N.  Y.,  Municipal  Gas  Co.  of, 
P.  Ray  Corns tock  i\  Decision  of 
New  York  Commission  (2D)  re  re- 
fusal of   service 366 

Alvord,  John  W.  Fundamental  prin- 
ciples  of   public   utility  valuation..      109 

American  Academy  of  Political  and 
Social  Science.  Public  policies  as 
to  municipal  utilities 319 

A.  E.  R.  A.  ^,      , 

Address     of     President     Woodrow 
Wilson   before   mid-year   meeting 

January  29,  191.5 320 

Committee    on    electrolysis.      Re- 
port,   1914 61 

Joint  committee  on  engineering  ac- 
counting.     Report,    1914 61 

Joint    committee    on    joint    use    of 

poles.      Report,    1914 61 

A.  I.  E.  E.  Standardization  rules,' 
effective  December   1,   1914 307 

American  Malt  Corporation  and 
American  Malting  Co.  New  Jersey 
Commission   decision   re  merger oS 

American  Malt  Corporation  et  al  v. 
Public  Utility  Board.  Decision  of 
New  Jersey  Court  of  Errors  and 
Appeals  re  merger 23  < 

Arizona — C.  C.  ^     ^, 

Globe   Light    &    Power   Co.,    G.    W. 

M.  Carvel  et  al.  v.  re  rates 101 

International    Gas    Co.      Competi- 
tion   case 6' 

Arkansas — Ry.  C.  v.  Missouri  &  N.  A. 
R.  Co.  Decision  of  Circuit  Court 
of  Appeals,  8th  circuit,  re  con- 
fiscatorv   rate   order lt> 

Arkansas — Supreme  Court.  Hunt  et 
al.  V.  Marianna  Electric  Co.  Re 
change  in   type  of   service 1(0 

Arkwright,  Preston  S.     Courting  the 

favor  of  the  public 31 

Ashland  Electric  Power  &  Light  Co. 
V.  City  of  Ashland.  Oregon  Su- 
preme Court  decision  re  city's  in- 
terference  with  franchise  rights....     191 

Ashland  Water  Co.  Wisconsin  Com- 
mission decision,  rehearing  rates 
case    ■•■.•■•       •'^ 

Ashley,  H.  W.     Discrimination  m  pubhc 

service    rates 10 

Aurora,  Town  of,  Hayden  v.  Colorado 
Supreme  Court  decision  re  municipal 
bond    issue 1" 

Avoca,  Petition  of  Borough  of.  De- 
cision of  Pennsylvania  Commission 
re    competition 3(9 


Baker,  M.  N.  Municipal  ownership  and 
operation  of  waterworks 1<4 

Baldwin,  Roger  N.  St.  Louis'  suc- 
cessful fight  for  a  modern  charter       46 


Ballard,  Frederick  W. 

(The)    Cleveland  municipal  electric 

plant    62 

(The)   design  and  operation  of   the 
Cleveland  municipal  electric  light 

plant    335 

Baltimore,  Maryland,  Consolidated 
Gas,  Electric  Light  &  Power  Co. 
of.       Industrial    gas    demand    rate, 

April    1,    1915 371 

Bangor  Light,  Heat  &  Power  Co.  et 
al,  W.  R.  Grubb,  et  al.  v.  Decision 
of  Pennsylvania  Commission  re  dis- 
continuing   heating    service 165 

Barber,  Cal.  Pacific  Gas  &  Electric 
Co.  case  re  rates  to  Diamond 
Match   Co.      California  Commission 

decision    56 

Barrett,  George  E. 

(The)    calculation    of    depreciation     127 
Bath,  N.  Y.,  Petition  of  the  Trustees 
of,      for    authority     to     construct 
municipal    electric    plant.      Decision 
of   New   York    Commission    (2D)....     188 
Baum,   Frank  G. 
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ties         287 

Supra,    Editorial   on 302 
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District  Court,  S.  D.  Iowa,  Central 

Division    re 112 

Boon  ton,  Mayor  and  Council  of.  r. 
United  Water  Supply  Co.  Decision 
of  New  Jersey  Court  of  Chancery 

re    contracts 32 

Bosse,  Mayor  of  Evansville,   Indiana, 

on   municipal   ownership 31 

Boston  Consolidated  Gas  Co.  Massa- 
chusett.s    Commission    decision    re 

gas?  rates 296 

Boston  "Sliding  Scale"  Act  of  1906....      296 
Brandt,   A.   M.     Voltage   regulation....     191 
Bridgeport  Gas  Light  Co.,  Complaint 
V.    Decision    of    Connecticut    Com- 
mission re  extension  of  main 108 

Bridgeport  Gas  Light  Co.,  McMurray 
et  al,  r.  Decision  of  Connecticut 
Commission    re    rates 105 


414 


6 


Rate     Research 


Brltton,  John  A.  How  utility  regula- 
tion has  worked  out 128 
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sion decision  in  Monmouth  Public 
Service  Co.  rates  case 3 

Knauss,  D.  S.  (A)  suggested  exten- 
sion of  the  Dewey  decimal  system 
of  classification   to  gas  engineering        32 

Knowles,  Morris.      Public  Service 399 


Lacomhe,  C.  P.  (The)  high  intensity 
'Street  lighting  of  European  cities 
compared  with  New  York 288 

Lake  Forest  Water  Co.,  Investiga- 
tion of  valuation  and  rates  of. 
Brief  of  company,  before  Illinois 
Commission  173 


I^ansing,  City  of,  v.  Michigan  Power 
Co.  Michigan  Supreme  Court  deci- 
sion re  company's  tight  in  street....      286 

Ijee,  George  A.  Duplication  by  mu- 
nicipal utilities  44 

Leeds,  England — Electric  Lighting 
Department.  Schedule  of  electric 
rates  based  on  "rateable  value." 
Jan.  1,  1915 355 

Lewis  town.  Borough  of,  v.  Penn.  Cen- 
tral ijight  &  I'ovvor  Co.  Pennsyl- 
\-ania  Commission  decision  re  rates      199 

London  County  Council.  Report  of 
the  special  committee  on  London 
electricity  supply  28 

Los  Angeles — Board  of  Public  Utili- 
ties. Fifth  annual  report,  July  1, 
1913-June  30,  1914 352 

Los  Angeles,  City  of,  et  al.,  Eco- 
nomic Gas  Co.  V.  Decision  of  Cal- 
ifornia Supreme  Court  re  city's 
power  over  rates 160 

Los  Angeles  Ry.  Corporation,  l^eople 
ex  rel.  Hubbard  f.  Decision  of  Cal- 
ifornia Supreme  Court  re  validity 
of  franchise 160 

Louisiana — R.  R.  C.  Vicksburg, 
Shreveport  iS:  Pacific  R.  Co.,  re  ad- 
equacy of  service 221 

Louisiana — Supreme  Court.  Union 
Ice  and  Coal  Co.  v.  Town  of  Rus- 
ton.  Re  operation  of  ice  plant  as 
municipal  utility  208 

Louisville  &  N.  R.  Co.  et  al.  v.  United 
States  et  al.  Decision  of  District 
Court  M.  D.  Tennessee,  Nashville 
Div.  re  review  of  Commission's  or- 
der        224 

/Iff 

McBride,    R.    S.      Standards    for    gas 

service  in  the  West 79 

McMurray  et  al.  r.  Bridgeport  Gas 
Light  Co.  Connecticut  Commis- 
sion decision  re  rates 105 

Macon  Ry.  &  Light  Co.  f.  Palace 
Amusement  Co.  Georgia  Supreme 
Court  decision  re  breach  of  con- 
tract          223 

Maine  utilities  act  wins 29 

Malalla  Electric  Co.,  Hubl)ard  Cream- 
ery Co.  V.  Decision  of  Oregon 
Commission  re  rates  for  heating 
and  cooking  279 

Manchester  Street  Ry.  New  Hamp- 
shire Commission  decision  re  rates      153 

Manchester  Traction,  Light  &  Power 
Co.  New  Hamjishire  Commission 
decision  re  inirchase  and  issue  of 
stock  89 

Manila — P.  U.  C.  Mrs.  E.  Moffat  v. 
Manila  Electric  R.  R.  &  Light  Co. 
Re   cumulatixe   billing 278 

Manila  Electric  R.  K.  &  Light  Co.. 
Mrs.  E.  Moffat  r.  Decision  of  Ma- 
nila Commission  re  cumulative  bill- 
ing        278 

Manufacturers'  Light  &  Heat  Co.  v. 
Ott  et  al.,  P.  S.  C.  of  West  Vir- 
ginia. Decision  of  District  Court, 
N.  1).     West  Virginia  re  rates 75 

Marianna  Electric  Co.,  Hunt  et  al.  v, 
Arkansas  Supreme  Court  decision 
re  change  in  type  of  service 170 

Martin,    T.    C.      American    electrical 

industries  in  1914 240 

Maryland — P.  S.  C.  Brooklyn  &  Cur- 
tis Bay  I..ight  &  Water  Co.,  John  E. 
I'otee  et  al.  v.     Re  water  rales 275 
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Massachusetts.  (The)  cost  of  mu- 
nicipal go\ernment  in  Massachu- 
setts; 6th  annual  report  on  the 
statistics  of  municipal  finances. 
Public   document   No.    79 14 

Massachusetts — G.  &  E.  L.  C. 

Boston  Consolidated  Gas  Co.,  Com- 
plaint V.  re  gas  rates 296 

East  Boston  petition  re  gas  rates       87 
Reading  Municipal  Light  Plant,  Ap- 
plication      of       Municipal       Light 
Board  and  manager  of,  re   elec- 
tric rates  71 

New  Legislation  of  special  interest 
to  gas,  electric  and  water  com- 
panies  and   municipalities   owning 

lighting  plants,  1914 12 

Northampton  gas  petition  re  rates.     390 

Massachusetts — P.  S.  C.  Middlesex 
and  Boston  Street  Ry.  Co.  Rate 
case  134 

Massachusetts  —  Supreme  Judicial 
Court.  Pearl  r.  Inhabitants  of 
Town  of  Revere.  Re  liability  of 
municipality   for   damage 304 

Massachusetts      lighting      companies 

compared  63 

Mathewson,  Charles  F.  Holding  com- 
panies and   the  public  welfare 128 

Mechanicsburg  Gas  &  Water  Co., 
Borough  of  Mechanicsburg  r.  De- 
cision of  Pennsylvania  Supreme 
Court  re  water  rates 176 

Mechanicville  Electric  Light  &  Gas 
Co.  New  York  Commission  (ID) 
decision  re  competition 279 

Menasha  Woodenware  Co.,  Minne- 
apolis, St.  P.  &  S.  S.  M.  Ry.  Co.  v. 
Decision  of  Wisconsin  Supreme 
Court  re  Commission's  power  over 
contract    rates 395 

Merchants'  Association  of  New  York, 
Brief  of,  in  the  matter  of  the 
St  ad  t  lander  and  Ewoldt  Complaints 
V.  New  York  Edison  Co.,  before 
the  New  York  Commission    (ID)....      368 

Merchants'  Heat  &  Light  Co.  Sup- 
plementary rate  schedule,  January 
1,    1915 179,   195 

Merz  ai^d  McLellan  report.  Report  of 
London  County  Council  special 
committee  on  28 

Michigan  R.  C.  et  al.  v.  Detroit  & 
Mackinac  Railway  Co.  et  al.  Michi- 
gan Supreme  Court  decision  re  fil- 
ing of   schedules 368 

Michigan — Supreme  Court. 

Bolender  r.  Southern  Michigan  Tel- 
ephone Co.     Re  injury  to  trees....        95 

Lansing,  City  of,  v.  Michigan  Power 

Co.    Re  company's  right  in  street      286 

Michigan  Railroad  Commission  et 
al.  V.  Detroit  &  Mackinac  Rail- 
way Company  et  al.  Re  filing  of 
schedules  368 

Michigan  Power  Co.,  City  of  Lansing 
•u.  Decision  of  Michigan  Supreme 
Court  re  company's  right  in  street      286 

Middlefield  Telephone  Co.  Opinion  of 
attorney  for  Ohio  Commission  re 
competition  349 

Middlesex  and  Boston  Street  Ry.  Co. 
Rates  case.  Decision  of  Massa- 
chusetts P.  S.  C 134 

Milwaukee,  City  of,  et  al..  Com- 
plaint r.  Decision  of  Wisconsin 
Commission  re  street  railway- 
fares  357 


(The)  Milwaukee  Electric  Railway  & 
Light  Co.  et  al.,  George  P.  Dravo 
et  al.  V.  Decision  of  Wisconsin 
Commission  re  suburban  and  inter- 
urban  railway  rates 358 

Milwaukee  Light,  Heat  &  Traction 
Co.  Wisconsin  Commission  deci- 
sion re  duplication  of  facilities  in 
Delafleld    312 

Milwaukee  Light,  Heat  &  Traction 
Co.,  Ebenezer  Telephone  Co.  v.  De- 
cision of  Wisconsin  Commission  re 
inductive   interference 351 

Minidoko  Project,  Idaho.  Rate  sched- 
ule.    U.  S.  Reclamation  Service 163 

Minneapolis,  St.  P.  &  S.  S.  M.  Ry.  Co. 
c.  Menasha  Woodenware  Co.  Wis- 
consin Supreme  Court  decision  re 
Commission's  power  over  con- 
tract   rates 395 

Minnesota,  D.  &  P.  Ry.  Co.  r.  Way  et 
al.  South  Dakota  Supreme  Court 
decision  re  serving  public 95 

Minnesota  public  utility  rates — elec- 
tric, gas,  and  water,  by  Gerhard  A. 
Gesell  207 

Mississippi — Supreme  Court.  State 
ex  rel.  Howie,  Dist.  Atty.  r.  Ben- 
son Operation  of  electric  plant 
ordered     continued 399 

Missouri — P.  S.  C. 

Commercial  Club  of  Charleston  et 
al.    V.    Missouri    Public    Utilities 

Co.     Brief  for  respondent 271 

Reports  of  decisions.     Vol.   1,  Apr. 

15,  1913,  to  Sept.  24,  1914 313 

Missouri  &  N.  A.  R.  Co.,  Bellamy  et 
al.  r.  Decision  of  Circuit  Court  of 
Appeals,  8th  circuit,  re  confisca- 
tory  rate   order 16 

Mi.Tsouri  Public  Utilities  Co.,  Com- 
mercial Club  of  Charleston  et  al. 
V.  Brief  for  respondent,  before 
Missouri  Commission  271 

Monahan,  Thomas,  Mayor  of  San  Jose, 
i\  Pacific  Gas  &  Electric  Co.  Cal- 
ifornia Commission  decision  re 
electric  rates  4 

Monmouth    Public    Service    Co.    rates 

case.      Illinois   Commission  decision         3 

Moses,     Percival    Robert.       Electric 

rates    270 

Mt.  Konocti  Light  &  Power  Corpora- 
tion 1-.  James  A.  Gunn,  Jr.  Decision 
of  California  Commission  re  com- 
petition        327 

Mountani  States  Telephone  &  Tele- 
graph Co.,  Wolverton  r.  Colorado 
Supreme  Court  decision  re  rates 
fixed   by   contract 25 

Municipal  Gas  Co.  of  the  City  of  Al- 
bany, F.  Ray  Comstock  v.  Deci- 
sion of  New  York  Commission  (2D) 
re  refusal   of   service 366 

Munson,  C.  La  Rue.     Some  results  of 

the  public   service   compan.v  law 173 


Nash,  L.  R.  Demand  electric  rates 
as  affected  by  Commission  regula- 
tion       207 

Nashville,  C.  &  St.  L.  Ry.  Co.  r.  Com- 
monwealth. Decision  of  Kentucky 
Court  of  Appeals  re  failure  to 
make  report  95 

Nashville,  C.  &  St.  L.  Ry.,  United 
States  V.  Decision  of  District 
Court,  M.  D.  Tennessee,  re  inspec- 
tion of  company's  books 206 
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National  Civic  Federation.  Draft 
bill  for  the  reRulation  of  public  util- 
ities, abstract  of 128 

N.    B.    L.    A.      Standard   classification 

of  accounts,   adopted  June,    1914....      240 
N.    E.   L.   A.,   Constructive  work  be- 
fore the,  by  Holton  H.  Scott 240 

National  Electrical  Code  wiring  rules 
compared    with     the    German    and 

English  rules  175 

Nebraska — Supreme   Court. 

Byington  et  al.  t».  Chicago,  R.  I.  & 
P.  R.  Co.  et  al.     Re  comparative 

railroad   rates   16 

Omaha,  City  of,  v.  Douglas  County. 

Re  taxes  on  municipal  property....        9fi 
Winnett    et    al..    State    ex    rel.,"  v. 
Omaha  &  C.  B.   St.  Ry.  Co.     Re 

filing  inventory  94 

Neenah,  City  of,  i'.  Wisconsin  Trac- 
tion, Light,  Heat  &  Power  Co.  Wis- 
consin Commission  decision  re  pur- 
chase   of    current    by    municipality 

for  resale  to  customers 37.3 

New  Hampshire — P.  S.  C. 

Manchester  Street  Ry.  Rates 153 

Manchester  Traction,  Light  & 
Power    Co.       Re    purchase    and 

issue  of  stock 89 

Rockingham  County  Light  &  Power 
Co.  V.  Clara  B.  French  et  al.  Re 
relocation   of    line 200 

New  Jersey — Court  of  Chancery. 
Boonton,  Mayor  and  Council  of,  v. 
United    Water    Supply    Co.       Re 

contract  32 

Dolton    V.    Public    Service    Electric 

Co.     Re  erection  of  certain  poles       16 

New   Jersey — Court    of    Errors    and 

Appeals. 

American  Malt  Corporation  et  al. 
V.  Public  Utility  Board.  Re 
merger  237 

Public    Service    Gas    Co.    v.    Public 
Utility  Board  et  al.    Re  rates.. 180,  195 
New  Jersey — P.  U.  C. 

Acquackanonk  Water  Co.     Re  rates     343 

American  Malt  Corporation  and 
American  Malting  Co.    Re  merger       58 

Public  Service  Electric  Co.  Re 
rates  to  moving  picture  estab- 
lishments       277 

Recommendations     for     legislation, 

December  31,  1914 285 

New  Jersey — P.  U.  C,  American 
Malt  Corporation  et  al.  v.  Deci- 
sion of  New  Jersey  Court  of 
Errors  and  Appeals  re  merger....     237 

New  Jersey — P.  U.  C,  Public  Service 
Gas  Co.  V.  Decision  of  New  Jer- 
sey Court  of  Errors  and  Appeals 
re  rates  180,   195 

New  Jersey  90-cent  gas  rate,  re- 
argument  on  334 

New  York-^District  Court,  N.  D. 
New  York.  Delaware,  lu.  &  W.  R. 
Co.  V.  Van  Santwood  et  al.,  P.  S. 
C,  Second  District,  New  York.  Re 
adequacy  of  service 95 

New  York — District  Court,  S.  D. 
New  York.  United  States  v.  Skin- 
ner et  al.  Re  immunity  of  wit- 
nesses testifying  before  I.  C.  C...     384 

New  York — P.  S.   C.    (ID). 

Annual  report.  Vol.   1,   1913 382 

Stadtlander  and  Ewoldt  complaints 
against  New  York  Edison  Co. 
Brief  of  Merchants'  Association 
of  New  York  368 


New  York— P.  S.  C.  (ID),  Bureau  of 
Statistics  and  Account,  Descrip- 
tion of,  by  Dr.  A.  F.  Weber 12 

New  York,  P.  S.  C.   (ID),  Report   to, 
on  restriction  of  municipal  indebt- 
edness  in  its   relation   to  municipal 
ownership,  by  Robert  H.  Whit  ten....     264 
New  York — P.  S.  C.  (2D). 

Bath,  Petition  of  the  Trustees  of 
the  Village  of,    for  authority    to 
construct  municipal  electric  plant      188 
Mechanicville  Electric  Light  &  Gas 

Co.    Re  competition 279 

New  York — P.  S.  C.    (2D). 

Municipal  Gas  Company  of  the  City 
of   Albany,    F.    Ray   Comstock   i;. 

Re  refusal  of  service 366 

Regulations  governing  filing  of  con- 
tracts, and  prescribing  form  and 
governing  filing  and  publication  of 
rate  schedules  of  gas  and  elec- 
trical corporations  and  munici- 
palities       308 

Rochester,  City  of,  v.  New  York 
State  Railways.  Re  street  rail- 
way rates  for  rush  hours 360 

Westchester  Lighting  Co.,  Com- 
plaints 1'.     Rates  case 243,  259 

New  York — P.  S.  C.  (2D),  Delaware, 
L.  &  W.  R.  Co.  V.  Decision  of  Dis- 
trict   Court   N.   D.,  New  York,    re 

adequacy  of  service 95 

New  York — P.  S.  C.  (2D),  Letter  to, 
from  Empire  State  Gas  and  Elec- 
tric Association  re  competition 30 

New  York — Supreme  Court,  Appel- 
late Division.  Oneonta  Light  & 
Power  Co.  v.  Schwarzenback  et  al. 

Re  eminent  domain 256 

New  York — Supreme  Court,  Equity 
Term.  Fredonia,  Village  of,  v.  Fre- 
donia   Natural   Gas    Light    Co.      Re 

forfeiture   of   franchise 203 

New  York  Edison  Co.,  Stadtlander 
and  Ewoldt  complaints  r.  Brief  of 
Merchants'  Association  of  New 
York,  before  New  York  Commis- 
sion  (ID)  368 

New  York  State  Railways,  City  of 
Rochester  v.  Decision  of  New 
York   Commission    (2D)    re   street 

railway  rates  for  rush  hours 360 

New  York  gets  a  lesson 13 

Nogales,  Arizona.  International  Gas 
Co.  competition  case.     Decision  of 

Arizona  Commission 67 

North  Carolina  —  Supreme  Court. 
Carolina  &  Y.  R.  R.  Co.  r.  Armfield 

et  al.     Re  eminent  domain 272 

North  Carolina  wants  commission 30 

North  Moneta  <Jarden  Lands  Water 
Company.       Decision    of    California 

Commission    re  water   rates 359 

Northampton  (Jas  Co.  rates  case. 
Decision  of  Massachusetts  G.  &  E. 

L.  Commission  390 

Nutting,  H.  G.  D.  Is  regulation  fail- 
ing?         78 


o 

Ohio.  Opinion  of  Attorney  General 
on  right  of  municipalities  to  sell 
current  171 

Ohio — P.  U.  C. 

Bucyrus  Light  &  Power  Co.,  rates 

case  51 

Uniform  classification  of  accounts 
for  electric  utilities,  tentative 
issue  79 
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Ohio — P.  U.  C,  Opinion  of  the  Attor- 
ney for  the,  re  application  of  Mid- 
dlefield  Telephone  Co.  for  certifi- 
cate of   convenience  and  necessity     349 

Ohio,  report  on  municipally  owned 
plants  in  the  State  of,  by  Public 
Service  Publishing  Company SO 

Oklahoma — Supreme  Court.  Kansas 
City  Southern  Ry.  Co.  v.  Redwine 
et  al.  Reversing  Commission  as  to 
location   of   depot 160 

Omaha,  City  of,  v.  Douglas  County. 
Decision  of  Nebraska  Supreme 
Court  re  taxes  on  municipal  prop- 
erty           96 

Omaha  &  C.  B.  St.  Ry.  Co.,  State  ex 
rel.  Winnett  et  al.  r.  Decision  of 
Nebraska  Supreme  Court  re  filing 
inventory  94 

Oneonta  Light  &  Power  Co.  v. 
Schwarzenback  et  al.  New  York 
Supreme  Court,  Appellate  Div- 
ision, decision  re  eminent  domain....     2.56 

Ontario.    (The)   use  of  electricity  on 

Ontario     farms 3S3 

Ontario — Railway  and  Municipal 
Board.  Eighth  annual  report  to 
December  31,  1913 169 

Oregon — District    Court,    D.    Oregon. 
Ashland    Electric    Power    &    Light 
Co.  V.   City  of  Ashland,   et  al.      Re 
city's   interference   with    franchi.se 
rights  191 

Oregon — R.  R.  C. 

Hubbard  Creamery  Co.  et  al.  v. 
Malalla    Electric    Co.      Re    rates 

for  heating  and  cooking 279 

Salem,  City  of,  r.  Salem  Water, 
Light  &  Power  Co.  Re  water 
rates    9 

Oregon — Supreme   Court. 

Dygert    r.    City    of    Eugene    et    al. 

Re  liability  for  accident 160 

Oshkosh  Water  Works  Co.  v.  Wis- 
consin R.  R.  C.  Decision  of  Dane 
County  Circuit  Court  re  valuation 
for   municipal  purchase 150 


P 

Pacific  Gas  &  Electric  Co.  Cali- 
fornia Commission  decision  re  ex- 
tension  of   service 380 

Pacific  Gas  &  Electric  Co.  Cali- 
fornia Commission  decision  re  rates 
to  Diamond  Match  Co 56 

Pacific  Gas  &  Electric  Co.,  Thomas 
Monahan,  Mayor  of  San  Jose,  v. 
California  Commission  decision 4 

Pacific  Gas  &  Electric  Co.,  W.  S. 
Junkin  v.  Decision  of  the  California 
Commission  re  safety  of  service....      221 

Pacific  Gas  &  Electric  Co.  v.  Roberts 
State  Treasurer,  et  al.  California 
Supreme  Court  decision  re  Motor 
Vehicle    Act 159 

Pacific  Northwest  Traction  Co.,  P. 
W.  Browne  v.  Washington  Com- 
mis;;ion  decision  re  valuation  for 
rate   making   purposes 361 

Palace  Amusement  Co.,  Macon  Ry.  & 
Light  Co.  V.  Decision  of  Georgia 
Supreme  Court  re  breach  of  con- 
tract          223 

Pasadena — Muncipal  Lighting  Works 
Department.  Annual  report  1913- 
1914    99 


Paterson,  N.  J.  Public  Service  Elec- 
tric Co.  New  Jersey  Commission 
decision  re  rates  to  moving  picture 

establishments  277 

Pearl  r.  Inhabitants  of  Town  of  Re- 
vere. Massachusetts  Supreme 
Judicial    Court    decision   re   liability 

of  municipality   for  damage 304 

Penn  Central  Light  &  Power  Co., 
Borough  of  Lewistown  v.  Decision 
of     Pennsylvania     Commission     re 

rates    199 

Pennsylvania — P.  S.  C. 

Avoca,     Petition    of    Borough    of. 

Protection    from   competition 379 

Bangor  Light,  Heat  &  Power 
Co.  et  al.,  W.  R.  Grubb,  et  al. 
V.  Re  discontinuing  heating  ser- 
vice         165 

Citizens  Light,  Heat  &  Power  Co., 
Johnstown,  Joseph  Cauffiel,  et  al. 

i\    Re    terms    and    conditions 167 

Erie  County  Electric  Co.,  James 
Thompson    and    M.    A.    Hanna    & 

Co.    r.    Re   contract    rate 122 

General  Order  No.  12  re  publish- 
ing of  Commission's  rulings, 
regulations    or    orders,    by   public 

service    companie.i 365 

Gettysburg,  Petition  of  Borough 
of,   re   construction  of  municipal 

electric  plant 236 

l^ewistown.  Borough  of,  v.  Penn 
Central    Light    &    Power   Co.    re 

rates    199 

Philadelphia,  City  of,  v.  Philadelphia 
&    Reading    Ry.    Co.    Re    proper 

return   on  investment 252 

York   Water    Co.    Re   Commission's 

power   over   ordinance 166 

Pennsylvania — Supreme  Court.  Me- 
chanicsburg.  Borough  of  i'.  Mechan- 
icsburg  Ga.i  &  Water  Co.  Re  rates  176 
Peoples'  Water  Co.,  Hatfield  v.  De- 
cision of  District  Court  of  Appeals, 
First  District.  California,  re 
forfeiture    of     franchise 222 

Perkins,  Prank  C.  Mitigating  elec- 
trolysis by  the  insulated  return 
feeder  system 44 

Philadelphia  &  Reading  Ry.  Co..  City 
of  Philadelphia  v.  Decision  of  Penn- 
sylvania Commission  re  proper  re- 
turn  on   investment 252 

Philadelphia's    transit   problem,   by  A. 

Merritt    Taylor 144 

"Point  Fives,"  London,  England.  Ad- 
dress of  Chairman  A.  Hugh  Sea- 
brook,  meeting  February  15,  1915..      356 

Post,  E.  T.     Public  policy 127 

Powell,  R.  C.     Gas  v.  electricity  for 

cooking  43 

Public  Service  Electric  Co.  Decision 
of  New  Jersey  Commission  re  rates 
to  moving  picture  establishments....      277 

Public  Service  Electric  Co.,  Dolton 
V.  Decision  of  New  Jersey  Court 
of  Chancerj-  re  erection  of  certain 
poles  16 

Public  Service  Gas  Co.     Brief  in  re 

rehearing  of  Passaic  Gas  Case 334 

Public  Service  Gas  Co.  v.  Public 
Utility  Board  et  al.  New  Jersey 
Court  of  Errors  and  Appeals  de- 
cision re  rates 180,   195 

Public  Service  Publishing  Co.     Munici- 
I>allv   owned   plants   in    the   state   of 
Ohio    80 
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Rate  and  rate  regulation  library.   211,  253 

Reading,  Mass.  Application  uf  Muni- 
cipal Light  Board  and  manager  of 
Municipal  Light  Plant,  Massachu- 
setts Commission  decision  re 
rates    • • *1 

Redding,   C.    S.      (The)    measurement 

of    illumination 48 

Reid,  Clarence.  (The)  central  sta- 
tion and  the  service  meter Ill 

Revere,  Inhabitants  of  Town  of, 
Pearl  v.  Massachusetts  Supreme 
Judicial  Court  decision  re  hability 
of  municipality  for  damage 304 

Richmond,  City  of,  i'.  Richmond  City 
Water  Works.  Indiana  Commission 
decision   re   rates 40 

Rochester,  City  of,  v.  New  York  State 
Railways.  New  York  Commission 
(2D)  decision  re  street  railway 
rates   for   rush  hours 360 

Rock  Elm,  Wisconsin.  Grange  Hall 
Farmers'  Telephone  Co.  Wiscon- 
sin Commission  decision  re  exten- 
sion of   service 41 

Rockingham  County  Light  &  Power 
Co.  V.  Clara  B.  French  et  al.  New 
Hampshire  Commission  decision  re 
relocation   of   line 200 

Rust  on,  Town  of.  Union  Ice  &  Coal 
Co.  V.  Decision  of  Louisiana  Su- 
preme Court  re  operation  of  ice 
plant  as  municipal  utility 208 

s 

St.  Louis,  I.  M.  &  S.  Ry.  Co.,  et  al.  v. 
United  States  (I.  C.  C.  Inter- 
vener). Decision  of  District  Court 
E.  D.  Illinois  re  review  of  Com- 
mission's   order 192 

Salem,  City  of,  v.  Salem  Water  Light  & 
Power  Co.  Oregon  Commission  de- 
cision re  water  rates 9 

Salt  Lake  City  r.  Utah  Light  & 
Railway  Co.  Utah  Supreme  Court 
decision  re   taxation  of  meters 32 

San  Francisco.  Electric  rate  or- 
dinance fixing  rates  for  July  1, 
1914   to  June  30,   191.5 14 

San  Joaquin  Light  &  Power  Corpor- 
ation, S.  Raney  et  al.  v.  California 
Commission  decision  re  extension 
of  service l-)t> 

San  Jose  electric  rates  case.  Cali- 
fornia  Commission   decision 4 

Sara,  R.  A.  Another  municipal  elec- 
tric plant  supplying  lighting  cur- 
rent  at   3   cents  per  kw.  hr 15 

Scott,  Holton  H.     Constructive  work 

before   the  N.  E.   L.   A 240 

Seabrook,   A.  Hugh.     Address  before 

"Point    Fives,"   Feb.    15,   1915 356 

Sealy,     Robert.        (The)      accounting 

treatment  of  depreciation 61 

Seattle,  City  of,  v.  Seattle,  Renton 
&  Southern  Ry.  Co.  et  al.  Wash- 
ington Commission  decision  re  in- 
crease in  fares lt>8 

Seattle,  Renton  &  Southern  Ry.  Co. 
et  al.,  City  of  Seattle  v.  Washing- 
ton Commission  decision  re  Increase 
in  fares 168 

Seattle  municipal  system.  Report  on..       63 

Seattle's  municipal  railway,  Some 
results    of 63 

Shaad,  George  C.     Rate  making 142 

Sloan,   W.    F.      Unit    costs 381 

South  Carolina — Supreme  Court. 
Herbert  v.  Griffith,  Mayor,  et  al. 
Re  municipal  bond  issues 96 


South  Dakota — Supreme  Court.  Min- 
nesota, D.  &  V.  Ry.  Co.  V.  Way 
et   al.      Re  .serving  public 95 

Southern  Michigan  Telephone  Co., 
Bolender  v.  Michigan  Supreme  Court 
decision   re  injury   to   trees 95 

Southern  Pacific  Co.  California  Com- 
mission decision  re  increase  in 
fares    115 

Spokane  County  et  al,  Spokane  &  I.  E. 
R.  Co.  V.  Decision  of  Washington 
Supreme  Court  re  taxation 112 

Spokane  &  I.  E.  R.  Co.  v.  Spokane 
County  et  al.  Washington  Supreme 
Court  decision  re  taxation 112 

Springfield  (Illinois)  Gas  &  Electric 
Co.  Decision  of  Illinois  Commis- 
sion   re    rates S3 

Stevens,  Frank  W.  (The)  valuation 
of  railroad  right  of  way 110 

Storer,    N.    W.      Economies    in   power 

consumption  in  electric  railways 302 

Strait,  E.  N.  (The)  Wisconsin  Rail- 
road Commission's  method  of  rate 
making  333,  397 

Strickler,    T.  .J.      (The)    control   and 

regulation  of  public   utilities 93 

Sun  Prairie  Municipal  Electric  Utility. 
Wisconsin  Commission  decision  re 
rates    155 

Sweet,  Arthur  J.  Glare  as  a  factor 
in   street    lighting 382 

Swift,  H.  S.  Investment  bankers  and 
jnihlic  service  accountants 60 

T 

Taylor,    A.    Merritt.        Philadelphia's 

transit  problem 144 

Tennessee — District  Court,  M.  D. 
Tennessee. 

Louisville  &  N.  R.  Co.  et  al.  v. 
United  States  et  al.     Re  review 

of   Commission's   order 224 

United  States  v.  Nashville  C.  &  St. 
L.  Ry.  Re  inspection  of  com- 
pany's   books 206 

Thompson,  Owen  P.  (The)  public 
utility  and  the  pubhc 13 

Toronto — Electric  Commissioners. 
Annual  Report,    1913 SO 

Townlev,  Calvert.  Electric  railway 
securities  from  the  companies' 
standpoint     64 

Tyson,  E.  H.  Requirements  of  the 
public  service  commission  covering 
meter  testing  and  voltage  regu- 
lation           43 

1/ 

Union  Dry  Goods  Co.  v.  Georgia 
Public  Service  Corporation.  Georgia 
Supreme  Court  decision  re  rates 
fixed   by   contract 302 

Union  Gas  &  Electric  Co.  Answer 
to  report  of  Arthur  C.  King  on 
electric  rates  of  the  Union  Gas 
&  Electric  Co 208 

Union  Gas  &  Electric  Co.,  Report  on, 

by  Arthur   C.   King 131,   14  < 

Union  Ice  &  Coal  Co.  v.  Town  of 
Ruston.  Decision  of  Louisiana 
Supreme  Court  re  operation  of  ice 
plant   as  municipal  utility 20S 

United  Fuel  Gas  Co.,  Elk  Hotel  Co. 
V.  Decision  of  West  Virginia  Su- 
preme Court  of  Appeals  re  rate 
differentials 303 
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U.  S. — Bureau  of  Standards. 

Annual  report   for  year  ended  June 

30,  1914 382 

Electrolysis  In  concrete.  Tech- 
nologic paper,  No.   18 92 

Pees  for  electric,  magnetic  and 
photometric     testing.        Circular 

No.    6 143 

Lead  acetate  test  for  hydrogen 
sulphide      in      gas.        Technologic 

paper   No.    41 240 

(The)   relation  of  the  horse-power 

to  the  kilowatt.     Circular  No.  34.      l.')9 
Standard   methods    of   gas    testing. 

Circular  No.   48 45 

Surface  insulation  of  pipes  as  a 
means  of  preventing  electrolysis. 
Technologic    paper    No.    15 92 

U.  S. — Circuit  Court  of  Appeals,  Sth 
circuit.  Bellamy  et  al.  v.  Missouri 
&  N.  A.  R.  Co.  Re  confiscatory 
rate    order 16 

U.  S. — Reclamation  Service,  Dept.  of 
Interior.  Minidoka  Project,  Idaho 
Rate   Schedule   for 163 

U.  S. — Supreme  Court.  Wadley  Sou- 
thern Ry.  Co.  V.  State  of  Georgia, 
Re  penalty  for  non-compliance  with 
Commission's    order 336 

United  State.i  v.  Nashville  C.  &  St. 
L.  Ry.  District  Court  M.  D. 
Tennessee  decision  re  inspection 
of   company's   books 206 

United  States  v.  Skinner,  et  al.  Dis- 
trict Court,  S.  D.  New  York  de- 
cision re  immunity  of  witnesses 
testifying  before   I.   C.   C 384 

United  States  et  al.,  Louisville  &  N. 
R.  Co.,  et  al.  v.  Decision  of  Dis- 
trict Court,  M.  D.  Tennessee,  re 
review  of   Commission's   order 224 

United  Water  Supply  Co.,  Mayor  and 
Council  of  Town  of  Boonton  i?.  De- 
cision of  Court  of  Chancery  of 
New  Jersey  re  contract 32 

Utah — Supreme  Court.  Salt  Lake 
City  V.  Utah  Light  &  Ry.  Co.  Re 
taxation   of   meters 32 

Utah,  Utilities  comminsion  for 29 

Utah  Light  &  Railway  Co.,  Salt  Lake 
City  V.  Decision  of  Utah  Supreme 
Court  re  taxation  of  meters 32 
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Valley      Telephone      Co.        California 

Commission  decision  re  competition.     364 

Vaughn,  Town  of,  r.  Hurley  Water 
Co.  Wisconsin  Commission  de- 
cision re  water  rates 10 

Vermont — P.   S.   C.      Biennial   report, 

1914    352 

Vicksburg,  Shreveport  &  Pacific  R. 
Co.  Louisiana  Commission  de- 
cision re  adequacy  of  service 221 

Vincennes  Water  Supply  Co.,  W.  C. 
Bierhaus  et  al  i'  .Decision  of  Indiana 
Commission    re    rates .' 141 

Vincent,  W.  G.  Jr.     Present  value  of 

public  utility  property 92 


W 

Wadley  Southern  Ry.  Co.  v.  State  of 
Georgia.  United  States  Supreme 
Court  decision  re  penalty  for. non- 
compliance with  Commission's  or- 
der          336 

Wallingford,  Conn.,  Electric  Works, 
Report  for  year  ending  July  31, 
1914    175 


Walnut  Creek  Oil  Co.  et  al.,  Hays  v. 
Decision  of  West  Virginia  Supreme 
Court  of  Appeals,  re  eminent  do- 
main          272 

Warner,  Charles  A.  What's  wrong 
with   municipal   ownership? 190 

Washington — P.  S.   C. 

Annual  report  for  year  ending  No- 
vember  30,    1914 285 

Pacific  Northwest  Traction  Co., 
F.    W.    Browne    v.      Re    valuation 

for  rate  making  purposes 361 

Seattle,  City  of,  i'.  Seattle,  Ren- 
ton    &    Southern    Ry.    Co.    et    al. 

Re  increase  in  fares 168 

Rules  governing  electrical  con- 
struction         169 

Washington — P.  S.  C,  Act  relating 
to  electrical  construction  and  the 
maintenance  and  use  of  electric 
wires,    supplemented    by    the 23 

Wa;',hington — Supreme  Court.  Spo- 
kane &  I.  E.  R.  Co.  f.  Spokane 
County  et  al.     Re  taxation 112 

Waterloo,  Wisconsin.  Municipal  water 
works  and  lighting  plant.  Wiscon- 
sin   Commission    decision    re    rates      249 

Weber,  A.  P.  Departments  and  bu- 
reaus of  the  Commission  (New 
York  1st  D)  :  the  bureau  of  sta- 
tistics  and  accounts 12 

Weber,  George  W.     Sanitary  District 

hydro-electric  facts  at   last 158 

Weber,  George  W.     Wanderings  in  Al- 

truria     335 

West  Coast  Gas  Co.  California 
Commission  decision  re  minimum 
charge  57 

West  Virginia — District  Court,  N.  D. 
West  Virginia.  Manufacturers' 
Light  &  Heat  Co.  v.  Ott  et  al., 
P.  S.  C.  of  West  Virginia.  Re  rates       75 

West  Virginia — P.  S.  C,  Chesapeake 
&  Ohio  Ry.  Co.  v.  Decision  of 
West  Virginia  Supreme  Court  of 
Appeals  re  adequacy  of  service 192 

West  Virginia — P.  S.  C,  City  of  Ben- 
wood  V.  Decision  of  West  Virginia 
Supreme  Court  of  Appeals  re  Com- 
mission's jurisdiction  over  fran- 
chise rates  204 

West  Virginia — P.  S.  C,  Manufac- 
turer's Light  &  Heat  Co.  v.  De- 
cision of  District  Court,  N.  D. 
West  Virginia,  re  rates 75 

West     Virginia — Supreme     Court     of 

Appeals. 

Benwood,  City  of,  et  al.  v.  Public 
Service  Commission.  Re  Com- 
mission's jurisdiction  over  fran- 
chise rates  204 

Chesapeake  &  Ohio  Ry.  Co.  v.  Pub- 
lic Service  Commission.  Re  ade- 
quacy of  ser\ice 192 

Elk  Hotel  Co.  V.  United  Fuel  Gas 
Co.     Re  rate  differentials 303 

Gassaway,  Town  of,  i\  Gassaway 
Gas  Co.  Re  surrender  of  fran- 
chise       223 

Hays   V.    Walnut    Creek   Oil   Co.    et 

al.     Re  eminent  domain 272 

Westchester  Lighting  Co.,  Com- 
plaints r.  Decision  of  New  York 
Commission    re    rates 243,   259 

Whitewater  Electric  Light  Co.,  Ap- 
plication of,  re  rates.  Decision  of 
Wisconsin   Commission   218 

Whiting,  Frederic  J.  (The)  natural 
and  market  pric«  of  public  utility 
services    126 
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Whitten,    Robert    H.      Restriction    of 
municipal  indebtedness  in  its   rela- 
tion   to    municipal    ownership.      Re- 
port    to    New    York    Commission 

(ID)   2fi4 

Wilcox,  Delos   P. 

Fundamental  planks  in  a  iniblic  util- 
ity program  20S 

Street  railway  re-settlements  and 
negotiations  for  municipal  own- 
ership          46 

Taxation   of   public  utihties 398 

Wilson,  Woodrow.     Address  before  A. 

E.  R.  A.  Jan.   29,  191.5 320 

Winnipeg.  Another  municipal  electric 
plant  supplying  lighting  current  at 
3  cents  per  kw.  hr.,  by  R.  A.  Sara  15 
Wisconsin.  An  analysis  of  central 
station  practice  in  Wisconsin  re- 
garding   rural    service 320 

Wisconsin  —  Dane  County  Circuit 
Court.  Oshkosh  Water  Works  Co. 
V.  Wisconsin  Railroad  Commission. 
Re  valuation  for  municipal  pur- 
chase          150 

Wisconsin — R.   R.   C. 

Ashland  Water  Co.  rehearing,  rates 

case    35 

Berlin    Public    Service    Co.     rates 

case  19 

Bloomer   Electric    Light    &    Power 

Co.     Re  refusal  of  service 347 

Ebenezer  Telephone  Co.  v.  Milwau- 
kee Light,  Heat   &   Traction  Co. 

Re   inductive   interference 3.51 

Grange    Hall    Farmers'     Telephone 

Co.     Re  extension  of  service 41 

Janesville  Water  Co.     Valuation  for 

municipal   purchase    393 

Kenosha  Municipal  Water  Plant, 
Application    of,     re    increase    in 

rates    201 

Marion  &  Northern  Telephone  Co., 

Application  of,   re  rates 263 

Milwaukee,  City  of,  et  al.,  Complaint 

V.  Re  street   railway  fares 357 

Milwaukee  Electric  Railway  & 
Light  Co.  et  al.,  George  P. 
Dravo  et  al.  v.  Re  suburban  and 
interurban    railway   rates 35S 


Milwaukee  Light,  Heat  and  Trac- 
tion Co.  Re  duplication  of  fa- 
cilities  in   Delafield 312 

Neenah,  City  of,  v.  Wisconsin 
Traction,  Light,  Heat  &  Power 
Co.  Re  purchase  of  current  by 
municipality  for  resale  to  cus- 
tomers           373 

Sun      Prairie      Municipal      Electric 

Utility.      Rates  155 

A'aughn,  Town  of,  v.  Hurley  Water 

Co.      Re   water   rates 10 

Waterloo  municipal  water  works 
and    electric    lighting    plant.      Re 

electric    rates    249 

Whitewater      Electric      Light      Co. 

Application  of;  re  rates 21S 

Wisconsin — R.  R.  C.,  Oshkosh  Water 
Works  Co.  V.  Decision  of  Dane 
County  Circuit   Court   re  valuation 

for   municipal   purchase 150 

Wisconsin — Supreme   Court   . 

IMinneapolis,  St.  P.  &  S.  S.  M.  Ry. 
Co.  r.  Menasha  Woodenware  Co. 
Re    power    of    Commission    over 

rates  fixed  by  contract 395 

State  et  al.  v.  Kenosha  Home  Tel- 
ephone Co.  Re  terms  and  con- 
ditions            SO 

Wisconsin  Traction,  Light,  Heat  & 
Power  Co.,  City  of  Neenah  v.  De- 
cision of  Wisconsin  Commission  re 
purchase  of  current  by  municipality 

for   resale   to   customers 373 

Wolverton  v.  Mountain  States  Tele- 
phone Company.  Colorado  Su- 
preme    Court     deci-sion     re     rates 

fixed   by   contract 25 

Wright,    E.   A.      Cost    of  distribution 

and   overhead   charges   91 

Wright,  H.  P.     When  bonds  come  due     110 


York  Water  Co.  Pennsylvania  Com- 
mission decision  re  Commission's 
power   over   ordinance 166 

Young,    Allyn    A.       Depreciation    and 

rate  control  Ill 
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